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ADJOURNMENT 

Mr. RAMSPECK. Mr. Speaker, I 
move that the House do now adjourn. 

The motion was agreed to; accordingly 
(at 5 o'clock and 43 minutes p. m.) the 
House adjourned until tomorrow, Friday, 
January 21, 1944, at 12 o'clock noon. 

COMMITTEE HEARINGS 
COMMITTEE ON BANKING AND CURRENCY 

The House Committee on Banking and 
Currency will meet at 10:30 a. m. on 
Friday, January 21, 1944, to consider the 
bill H. R. 3873, introduced by M~. PAT­
MAN. 

COMMITTEE ON THE PUBLIC LANDS 

· The hearings on H. R. 2596, to protect 
naval petroleum reserve No. 1 will be 
continued on Friday, January 21, 1944, 
at 10:30 a.m. 

COMMITTEE ON IMMIGRATION AND 
NATURALIZA'tiON 

The Committee on Immigration and 
Naturalization will hold hearings at 
10:30 a.m. on Tuesday, January 25, and 
Wednesday, January 26, 1944, on H. R. 
2701, H. R. 3012, H. R. 3446, and H. R. 
3489. 

COMl\tl'ITEE ON THE MERCHANT MARINE AND 
FISHERIES 

The Committee on the Merchant Ma­
rine and Fisheries will hold a public 
hearing on Thursday, February 3, 1944, 
at 10 a. m., on H. R. 2809, t') amend sec­
tion 511 of the Merchant Marine Act, 
1936, as amended. 

The Committee on the Merchant Ma­
rine and Fisheries will hold a public 
hearing on Thursday, February 10, 1944, 
at 10 a. m., on H. R. 2652, to amend sec­
tion 222 (e) of subtitle "Insurance of 
Title II of the Merchant Marine Act, 
1936." as amended. 

REPORTS OF COMMITTEES ON PUBLIC 
BILLS AND RESOLUTIONS 

Under clause 2 of rule XIII, reports of 
· committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mr. ELLIOTT: Joint Committee on the 
Disposition of Executive Papers. House Re­
port No. 1007, Report on the disposition of 
certain papers by certain agencies of the 
Federal Government. Ordered to be printed. 

Mr. ELLIOTT: Joint Committee on the 
Disposition of Executive Papers. House Re­
port No. 1008. Report on the disposition 
of certain papers by certain agencies of the 
Federal Government. Orde~ed to be printed. 

Mr. ELLIOTT: Joint Committee on the Dis­
position of Executive Papers. House Re­
port No. 1009. Report on the disposition of 
certain papers by certain agencies of the 
Federal Government. Ordered to be printed. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. SAUTHOFF: 
H. R. 4025. A bill relating to the tax li­

ability of members of the armed forces for 
taxable years beginning prior to their enter­
ing such forces; to the Committee on Ways 
and Means. 

By Mr. PETERSON of Florida: 
H. R. 4026. A bill to provide that veterans 

of the Second World War upon separation 
frqm the land or naval forces be furnished 
with certain information with respect to 
their national service life insurance, and for 
other purposes; to the Committee on World 
War Veterans' Legislation. 

H. R. 4027. A bill to amend section 4, Public 
Law No. 198, Seventy-sixth Congress, to au­
thorize certain hospitalization of retired of­
ficers and enlisted men of the armed forces 
who are peacetime veterans; to the Commit­
tee on World War Veterans' Legislation. 

By Mr. WORLEY: 
H. Res. 403. Resolution making S. 1285, a 

bill to facilitate voting, in time of war, by 
members of the land and naval forces, mem­
bers of the merchant marine, and others, 
absent from the place of their residence, and 
for other purposes, a special order of busi­
ness; to the Committee on Rules. 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of Rule XXII, private 
bills and resolutions were introduced and 
severally referred as follows: · 

By Mr. BECKWORTH: 
H. R. 4028. A bill for the relief of John 

Burl Townsend; to the Committee on Claims. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's desk 
and referred as follows: 

4427. By Mr. HERTER: Petition signed by 
sundry residents of Newton, Mass., favoring 
the passage of House bill 2082, to prohibit the 
manufacture, sale, and transportation of 
intoxicating liquors during the present war 
imd for several months thereafter; to the 
Committee on the Judiciary. 

4428. By Mr. MOTT: Petition signed by 
Rev. R. T. Cookingham, of Monroe, and 29 
other citizens of Benton County, Oreg., urging 
enactment of House bill 2082; to the Com­
mittee on the Judiciary. 

4429. By Mr. SCHIFFLER: Petition of 
Mary B. Cunningham and other residents of 
Chester, W. Va., urging passage of House bill 
2082; to the Committee on the Judiciary. 

4430. By Mr. SMITH of Wisconsin: Petition 
of the Department of Agriculture of Austin, 
Tex., relative to subsidies; to the Committee 
on Agriculture. 

SENATE 
FRIDAY, JANUARY 21, 1944 

(Legislative day of Tuesday, January 11, 
1944) 

The Senate met at 11 o'clock a. m., on 
the expiration of the recess. 

The Chaplain, Rev. Frederick Brown 
Harris, D. D., offered the following 
prayer: 

Our Father God, in the creative faith 
by which we really live we come to Thee, 
who art the source of all excellence, with 
the assurance that in Thy sight Thy 
children under all skies have a value and 
a worth independent of any earthly al­
legiance. The very justice and social 
welfare we are here as public servants 
to preserve, promote, and protect is 
rooted and grounded in Thy sovereignty. 
Against the debasing idolatry of the 

• 
god-state which, instead of altars of 
prayer, rears prisons of the m ind and 
heart, we have pledged our all. Even as 
we face the forces of evil with the sword 
of our material might we know that more 
vital than earthly armament, if we are to 
be the instruments of Thy purpose, is the 
putting on of the whole armor of God; 
for only as we put on that shining mail 
can we fight and pray for the peace and 
good will of the world-wide family of 
God. 

In this Thy glorious day we commit 
our cause, our allies, our country, and 
ourselves into Thy hands, praying that, 
unworthy though we be, Thou wilt use 
us to defeat the defiling blasphemies 
which defy Thy kingdom, keeping us 
brave, nerving us for sacrifice, and 
crowning our effort at last with the tri­
umph of the high aims for which we 
fight-the establishment of a brother­
hood of nations where justice and truth 
and freedom shall be secure in all the 
earth. We ask it in the dear Re­
deemer's name. Amen. 

THE JOURNAL 

On request of Mr. BARKLEY, and by 
unanimous consent, the reading of the 
Journal of the proceedings of the calen­
dar day Thursday, January 20, 1944, was 
dispensed with, and the Journal was ap­
proved. 

READING OF WASHINGTON'S FAREWELL 
ADDRESS 

The VICE PRESIDENT. Pursuant to 
the order of January 24, 1901, the Chair 
designates the Senator from Utah [Mr. 
THOMAS] to read Washington's Farewell 
Address on February 22, next. 

NOTICE OF HEARING ON NOMINATION OF 
STERLING HUTCHESON TO BE UNITED 
STATES DISTRICT JUDGE, EASTERN DIS· 
TRICT OF VIRGINIA 

. Mr. KILGORE. Mr. President, as 
chairman of the Subcommittee of the 
Committee on the Judiciary, and in ac­
cordance with the rules of the committee, 
I desire to give notice that a public hear­
ing will be held on the 28th day of Jan­
uary 1944, at 10:30 a. m. in the Senate 
Judiciary Committee room, upon the 
nomination of Sterling Hutcheson, of 
Virginia, to be United States district 
judge for the eastern district of Virginia. 
At that time and place all persons in­
terested in the nomination may make 
representations. 

NOTICE OF INTENTION TO ADDRESS THE 
SENATE 

Mr. GUFFEY. Mr. President, I wish 
to give notice that next Monday, or at 
the first session of the Senate after the 
conclusion of the consideration of the 
pending tax bill, I shall make a few re­
marks in reply to the address made yes­
terday by the senior Senator from Ne­
braska [Mr. BUTLER]. 

CALL OF THE ROLL 

Mr. BARKLEY. I suggest the absence 
of a quorum. 

The VICE PRESIDENT. The clerk will 
call the roll. 
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The Chief Clerk called the roll, and the 

following Senators answered to their 
names: 
Aiken 
Andrews 
Austin 
Bailey 
Bankhead 
Barkley 
Bilbo 
Bon e 
Brooks 
Buclt 
Burton 
Bushfield 
Butler 
Byrd 
Capper 
Caraway 
Chavez 
Clarlt, Mo. 
Connally 
Danaher 
Davis 
Downey 
Eastland 
Ellender 
Ferguson 
George 
Gerry 
Gillette 

Green 
Guffey 
Gurney 
Hatch 
Hawkes 
Hayden 
Holman 
Johnson, Colo. 
Kilgore 
La Follette 
Langer 
Lodge 
Lucas 
McCarran 
McClellan 
McFarland 
McKellar 
Maloney 
May bank 
Mead 
Millildn 
Moore 
Murdock 
Murray 
Nye 
O'Daniel 
O'Mahoney 
Overton 

Radcliffe 
Reed 
Revercomb 
Reynolds 
Robertson 
Russell 
Shipstead 
Stewart 
Taft 
Thomas, Idaho 
Thomas, Okla. 
Thomas, Utah 
Tobey 
Truman 
Tunnell 
Tydings 
Vandenberg 
Van Nuys 
Wagner 
Wallgren 
Walsh, Mass. 
Walsh, N.J. 
Wheeler­
Wherry 
White 
Wiley 
Willis 

Mr. BARKLEY. I announce that the 
Senator from Virginia EMr. GLASS] is ab­
sent from the Senate because of illness. 

The Senator from Kentu~ky [Mr. 
CHANDLER], the Senator from Idaho EMr. 
CLARK], and the Senator from South 
Carolina [Mr. SMITH] are necessarily ab­
sent. 

The Senator from Alabama [Mr. HILL] 
is detained on public business. 

The Senator from Florida [Mr. PEP­
PER] is absent because of a slight cold. 

The Senator from Nevada [Mr. ScRua­
HAMJ is absent on official business. 

Mr. WHITE. The Senator from Ore­
gon [Mr. McNARY] and the Senator from 
Iowa [Mr. WILSON] are absent because of 
illness. 

The Senator from Minnesota [Mr. 
BALL], the Senator from New Hampshire 
[Mr. BRIDGES], and the Senator from 
Maine [Mr. BREWSTER J are necessarily 
absent. 

The VICE PRESIDENT. Eighty-three 
Senators have answered to their names. 
A quorum is present. 

EXECUTIVE COMMUNICATIONS, ETC. 

The VICE PRESIDENT laid before the 
Senate the following letters, which were 
referred as indicated: 

COMPENSATION OF SPECIAL ATTORNEYS, ETC., 

DEPARTMENT OF JUSTICE 

A letter from the Attorney General, trans­
mitting, pursuant to law, a report showing 
the special assistants employed during the 
period from July 1, 1943, to January 1, 1944, 
undm the appropriation "Compensation of 
special attorneys, etc., Department of Jus­
tice" (with an accompanying report); to the 
Committee on the Judiciary. 

ANNUAL REPORTS, UNITED STATES PUBLIC 

HEALTH SERVICE 

A letter from the Acting Administrator of 
the Federal Security Agency, transmitting, 
pursuant to law, tne combined annual re­
ports of the United States Public Health 
Service covering the period from July 1, 1941, 
through June 30, 1943 (with an accompany­
ing report); to the Committee on Finance. 

REPORT ON THE ACTIVITIES OF THE SMALLER 
WAR PLANTS CORPORATION 

A letter from the Chairman of the War 
P roduction Board, transmitting, pursuant to 
law, the ninth report of his operations under 

the act to mobilize the productive facilities 
of small business (with an accompanying re­
P"rt); to .the Committee on Banking and 
Currency and ordered to be printed. 

REPORT OF FEDERAL SURPLUS COMMODITIES 
CORPORATION . 

A letter from the Administrator of the War 
Food Administration, transmitting, pursuant 
tr law, the report of the Federal Surplus 
Commodities Corporation for the fiscal year 
ended June 30, 1943 (with an accompanying 
report); to the Committee on Agriculture 
and Forestry. 

N t.MES AND COMPENSATION OF MEMBERS AND 
EMPLOYEES, FEDERAL POWER CoMMISSION 

A letter from the Chairman of the Federal 
Power Commission, transmitting, pursuant to 
law, a statement showing the names and 
compensation of members and employees of 
the Commission as of June 30, 1943 (with 
an accompanying report); to the Committee 
on Commerce. 

PERSONNEL REQUIREMENTS OF A DEPARTl.VIENT 

AND AN ADMINISTRATION 

Letters from the Under Secretary of the 
Interior, transmitting, pursuant to law, an 
estimate of :;:>ersonnel requirements for the 
quarter ended December 31, 1943, for certain 
bureaus and offices of the Department, and 
also from the Administrator of the War Ship­
ping Administr ation, transmitting, pursuant 
to law, revised estimates of personnel re­
quirements for the quarter ending March 31, 
1944 (with accompanying papers); to the 
Committee on Civil Service. 

REDUCTION OF NONESSENTIAL FEDERAL 
EXPENDITURES-REPORT ON PENALTY 
MAIL (S. DOC. NO. 147) · 

The VICE PRESIDENT laid before the 
Senate a letter from Mr. BYRD, chairman 
of the Joint Committee on Reduction 
of Nonessential Federal Expenditures, 
transmitting, pursuant to law, an addi­
tional report of the joint committee on 
the subject of penalty mail, which was 
referred to the Committee on Appropri­
ations and ordered to be printed. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the report of 
the Joint Committee on Reduction of 
Nonessential Federal Expenditures, on 
the question of penalty mail, jtist laid 
before the Senate, be printed in the body 
of the RECORD, and also as a Senate 
document. 

The VICE PRESIDENT. Is there ob­
jection? 

Mr. HAYDEN. Mr. President, let me 
ask the Senator from Virginia why it is 
necessary, in view of the shortage of 
paper, to print the report both in the 
body of the RECORD and as a public docu­
ment? 

Mr. BYRD. It is an important matter. 
The report is on a question which was 
referred to the committee by the Com­
mittee on Appropriations, with respect to 
an investigation of penalty mail. The 
report is not long, and I think it should 
get all the publicity possible. 

Mr. HAYDEN. If it were printed as a 
document it could be sent to the Com­
mittee on Appropriations, but to print 
it both as a document and in the RECORD 
seems to me an unnecessary expense to 
the Government. 

Mr. CLARK of Missouri. Mr. Presi­
dent, it seems to me there is a perfectly 
valid explanation. So far as Senators 
are concerned, particularly, the most 
convenient way for them to examine a 

report, or an amendment, or anything 
of the kind, is to read it in the RECORD. 
So far as the public at large is concerned, 
when constituents write in and ask for a 
report or a statement, it is much easier 
to send to the Document Room and have 
it sent than to clip it out of the RECORD. 

Mr. HAYDEN. Ordinarily we do not 
print such a report as a document and 
in the RECORD. 

Mr. BYRD. If it were not of suf­
ficient importance I would not ask to 
have it printed in the RECORD and as a 
d::lcument. 

The PRESIDING OFFICER. Is there 
obje~tion to the · request of the Senator 
from Virginia? 

There being no objection, the report 
was ordered to be printed and to be 
printed in the RECORD, as follows: 
REDUCTION OF NONESSENTIAL FEDERAL EXPENDI­

TURES-F ENALTY MAIL 

REPORT TO THE PRESIDENT OF THE UNITED STATES, 
THE VICE PRESI DENT OF THE UNITED STATES, 
PRESIDENT OF THE SENATE, THE SPEAKER OF 
THE HOUSE OF REPRESENTATIVES 

In accordance with title 6 of the Revenue 
Act of 1941, Public Law 250, Seventy-seventh 
Congress , an additional report herewith is 
presented by the Joint Committee on Reduc­
tion of Nonessential Federal Expenditures. 

. Introductory statement 
Section 204 of the Treasury ~nd Post Office 

Departments Appropriation Act, 1944, ap­
proved June 30, 1943, provided the following: 

"The Joint Committee on Investigation of 
Nonessential Federal Expenditures is hereby 
directed to make a study of the problem of 
penalty mail in all of the departments and 
branches of the Government, with a view to 
eliminating unnecessary volume and reduc­
ing costs, and shall report its findings and 
recommendations by. bill or otherwise to Con­
gress not later than the first day of the next · 
regular session of the Seventy-eighth Con­
gress. The departments and agencies of Goy­
ernment shall furnish such information and 
detail such personnel as may be requested 
by the committee to assist in its investiga­
t ion." 

Accordingly an investigation was initiated 
by the committee, and hearings were held on 
October 27, 1943. The committee is apprecia­
tive of the splendid cooperation or t he Bureau 
of the Budget and Post Office Department in 
making available the necessary data upon 
which this report is based. 

The report will be confined to a discussion 
of "penalty mail," which is official mail origi­
nating in the executive departments and 
agencies. 

Increases in the amount of penalty mail 
The following table shows for the years 

1934 through 1943 the number of p ieces of 
penalty mail, the weight of such mail, and 
the estimated revenue at regular postage rat es 
which this mall would have brought the Post 
Office Department: 

TABLE I.-Penalty matter (exclusive of Post 
Office Department) 

Fisc'll year-
1934. ----------------
1935.----------------
1936.----------------
1937-----------------1938 ____ ______ -- -----
1939 _______________ --
1940 ____________ -----
1941_ __________ ------
1942 ___________ ------
1943.----------------

' 

Penalty mail 

Pieces Pounds 

528, 272, 050 
622, 515(), 939 
667. 475, 745 
740, 287. 213 
882, 352, 057 
967, 583, 181 
99!i, 571 , 096 

1, 118, 461, 730 
1, 516, Olli, 444 
1, 956, 073, 568 

80, 87.5, 988 
84,983,288 
90,8C9, 704 
96,160,181 
94,551,521 
93,168,643 

103, 244, 823 
150, 987, 345 
236, 529, 015 
295, 711, 589 
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TABLE I.-Penalty matter (exclusive of Post 

Office Department) -Continued 

Fiscal year-
1934. -------1935 _______ _ 
1936 _______ _ 
1937--------1938 _______ _ 
1939 _______ _ 

1940.-------1941. ______ _ 

1942.- ------
1943_- ------

Estimated revenue at regular pasta. 
rates 

Regular rates Registry Toi.al 

~22, 893, 584 
28, 418, 484 
29,697,013 
32, 625, 126 
34, 166,571 
36, 408, 851 
39,905,033 
49,020, 190 
67,334, 355 

103, 485, 392 

$201, 298 
2, 863, 116 
2, 539, 256 
1, 456,801 
1, 524, 236 
1, 822, 274 
1, 628, 477 
2, 537,306 
4, 589,767 

16,694,664 

$23, 094, 882 
31, 281,600 
32,236,269 
34,081,927 
35, G90, 807 
38, 231, 125 
41, 533, 510 
51, 557, 496 
71,924, 122 

120, 180, 056 

It is expected that during the fiscal year 
1944 over 2,000,000,000 pieces of penalty mail 
will be handled by the Post Office Department. 
As can be seen from the above table the num­
ber of pieces of penalty mail originating in 
the departments and agencies has more than 
tripled since 1934. The Budget Bureau esti­
mates that the cost to the Post Office Depart­
ment of handling penalty mail in 1940 was 
$13,000,000, and that the cost will be over 
$30,000,000 in 1943. The war activities of the 
Government have been responsible for a large 
portion of the increase in penalty mail over 
the past 3 years. The following table shows 
the number of pieces of penalty ma:il for 
which certain war activities have been re­
sponsible during the fiscal year 1943. 

TABLE II 1 

Activity 
I 
Pieces of pen· 

alty mail 

Selective Service_________________________ 222,000,000 
Allotments to dependents and bonds 

mailed (armed forces)__________________ 80,000,000 
War Savings bonds_ _____________________ 75,000,000 
War Production Board (forms and 

questionnaires)______ __ ___ ___ __________ 600,000,000 
Ot~er ~ar agencies (forms and ques-

twnnmres)____________ __ _______________ 14,000,000 
Invoices and disbursements (armed 

forces)__________________ ___ ______ ______ 19, 000, 000 
T &'..: forms and invoices__________________ 234,000,000 
Treasury disbursements __ --------------- 44,000,000 

TotaL ____ __________________ __ ____ \ 1, 288,000,000 

1 Budget Bureau figures. 

Thus 1,280,000,000 pieces, or about 60 per­
cent, of the approximate 2,000,000,000 pieces 
of penalty mail reported by the Post Office 
Department are directly connected with war 
activities. The remainder of the penalty 
mail, approximately 40 percent or about 
800,000,000 pieces, is the result of a continu­
ation of normal peacetime nonwar Federal 
activities. Since this 40 percent of the cur­
rent total nearly equals the total of all pen­
alty mail in 1940, it is clear that the con­
version from peacetime to war activities in 
the Federal Government has not had its 
counterpart in the field of mail originating 
in the departments and agencies of the 
Federal Government. 

Methods of control 
T.::stimony adduced at the hearings, and 

- facts uncovered during the investigation, re­
veal that the problem of the excessive use 
of the penalty mailing privileges must be 
attacked from two directions. First, it is 
neceseary to curtail the printing and proc­
essing of Government publications, forms, 
and questionnaires; particularly those not 
directly concerned with war activities of 
which there are still too many. Second, it 
is necessary to provide a better control over 
the procedures used in sending that penalty 
mail which is deemed to be absolutely neces­
sary. In commenting on this the Post­
master General made the following state­
ment: 

"No doubt governmental departments and. 
agencies generally consider all their penalty 
mailings to be essential and also no doubt 
the cost to them is a factor which they con­
sider, but the important items of cost, 
namely, that of transportation, handling and 
delivery, are ones with which they are not 
concerned, since these items are not borne 
by them. It might well be that if they were 
charged with this element of cost it would 
affect materially the decision as to essential­
ity of the material to be distributed." 

On February 11, 1943, the committee issued 
a report· on the number of forms and ques­
tionnaires issued by the Federal Govern­
ment to the public (S. Doc. No. 4, 78th 
Cong.), and recommended that immediate 
steps be taken by the Bureau of the Budget 
to curtail their use to the greatest extent 
possible. Some progress has been made 
along this line through a more careful re­
view of all Government forms, question­
naires, publications, and periodicals. In this 
connection the Director of the Bureau of the 
Budget stated the following: 

"There is evidence of control and admin­
istrative examination o:r mailing lists in some 
of the agencies. Care is exercised in many 
agences to subdivide the lists as far as pos­
sible to enable the agencies to make a finer 
selection of material tJ be distributed. In 
most agencies names are being placed on 
lists only upon direct request; the agencies 
report that lists are being circularized peri­
odically and that the names of all p3rsons 
not expressing a desire to remain on the list 
are usually removed. The frequency of cir­
culation varies from once every 6 months to 
once each year. In several departments, the 
control and actual maintenance of mailing 
lists have been placed in 1 unit, while in 
others they are operated by the several bu­
reaus. All departments and agencies report 
that substantial reductions have been made 
in the number of names on the lists. · For 
example, in the Office of War Information, 
61 lists containing 22,000 names were elim­
inated, and other lists involving 34,000 names 
were reduced to 27,000. In spite of these im­
provements in the control over mailing lists, 
the Director of the Budget is of the ()pinion 
that a more complete control can and should 
be established." 

However, from testimony at the hearings 
it was revealed that the contents of only a 
very small percentage of the 2,000,000,000 
pieces of penalty mail are subject to the 
review of the Bureau of the Budget. For 
example, there is the great amount of offi­
cial correspondence and myraid of admin­
istrative forms and publications which em­
anate from the various Government depart­
ments and agencies from both their central 
and field offices. 

The committee finds that the departments 
and agencies do not exercise sufficient care to 
make certain that only essential material is 
sent through the mails. The Director of the 
Bureau of the Budget states: 

"The principal control over the volume of 
penalty mail is being exercised through the 
supervision of the printing and processing of 
materials going into the mails, but there is 
room for further improvement in these prac­
tices." 

The committee has found that several de­
partments and agencies have established 
various methods of control over material 
sent through the mails, whereas many have 
not. The committee advocates that all de­
partments and agencies of the Government 
establish adequate central controls over the 
distribution of all material sent through 
the mails. Further, each department and 
agency should report semiannually to the 
Budget Bureau and the Congress the titles 
and number Gf all their circulars, pamphlets, 
posters, periodicals, and other puplications 
sent to the public. 

Bulk shipments of undated matter and 
material which may be shipped by freight, 

express, or truck to field distribution points 
should never be sent under the penalty ntail­
ing privileges. 
Seventy-pound weight limit in Washington, 

D. C.; 4-pound weight limit outside 
Washington, D. C. 
Present postal regulations prescribe a 70-

pound penalty mail weight limit at Washing­
ton, D. C., and a 4-pound limit in the fi,eld. 
In the past this difference has encouraged 
certain departments and agencies to Eend 
material from the field by common carrier to 
their Washington, D. C., offices for reshipment 
via penalty mail under the larger 70-pound 
limit. However, the committee has been 
notified that this practice has been discon­
tinued to some extent. Because of the de­
centralization of many Federal activities to 
the field the distinction between the 70- and _ 
4-pound weight limit serves no useful pur­
pose today, and should no longer be made. 
All departments and agencies, except the War 
and Navy Departments, the Selective Serv­
ice System, and the Treasury Department, 
should be restricted to a 4-pound penalty 
m ail weight limit both in Washington, D. C., 
and in the field, and should be required to 
pay postage to the Post Office Department 
for official mail weighing in excess of 4 
pounds, or be required to ship the material 
by common carrier, freight or expre.3s-which­
ever is the most economical. To this end, the 
Postal Laws and Regulations might well be 
revised to place a universal weight limit of 4 
pounds on all penalty mail, with the excep­
tions noted above, until such time as the 
committee's first recommendation is carried 
into effect. 
H. R. 2001-A biU to require departments, 

agencies, and independent establishments 
in the executive branch oj the Government 
to pay postage on official mail matter 
During the course of the investigation the 

committee received many suggestions on how 
to reduce the excessive amounts of penalty 
mail. The most worth while of these is H. R. 
2001, a bill introduced by Congressman 
THOMAS G. BURCH of Virginia, chairman of 
the House Committee on the Post Office and 
Post Roads, which provides that all depart­
ments and agencies shall be required to pay 
the full rate of postage from their appropria­
tions for their official use of Government 
mo.ils. The penalty-mailing privileges would 
be abolished as such, and would be replaced 
b-y special stamps and stamped envelopes pro­
posed by the Postmaster General, and by the 
use of permit numbers and metering ma­
chines under the supervision of the Post Of­
fice Department. This would neceEsitate a 
specific appropriation by Congress to each de­
partment and agency for the expense in­
curred in using the mails. Thus, in provid­
ing a greater control over the use of the 
mails, there is no question but that certain 
advantages would accrue to tP.e Government. 
These are: 

(1) Less penalty mail would be sent by the 
departments and agencies, and the heavier 
material would be sent via the less expensive 
means of carrier, express, or freight. 

(2) The more effective control over penalty 
mail would result in economies. 

(3) Since a specific allocation of funds 
would be made to each department and 
agency for the payment of postage, the ad­
ministrators in the departments and 
agencies would be compelled to establish 
effective operational controls over the dis­
tribution of printed and processed materials 
to keep within the limits of funds allowed for 
this purpose. 

However, according to the departments 
and agencies, there would be certain disad­
vantages in requiring them to pay postage. 
These are: 

(1) Additional personnel would be re­
quired to maintain the necessary records 
and provide for safekeeping of accountable 
property. 
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(2) Simplified procedures which now exist 

for handling bulk mailings, established by 
cooperation between the Post Office Depart­
ment and the agencies, would be impractical. 

(3) Postage meters, scales, and other fa­
cilities would requil·e the use of critical war 
materials. 

The committee finds that the advantages 
of H. R. 2001 far outweigh the disadvantages. 
The committee is convinced that there. is an 
excessive noneEsential use of the penalty 
mailing privileges by the departments and 
agencies, and that the passage of legislation 
which would serve to reduce this use would 
be a step toward more efficient management 
and control in the Federal Government. 
However, the committee believes that during 
wartime exceptions should be granted for the 
following agencies: War Department, Navy 
Department, Treasury Department, and the 
Selective Service System. · 

In addition, the committee believes that 
were more effective controls exercised by the 
departments and agencies over the publica­
tion and processing of materials to be sent 
through the mails better results would be 
obtained. 

Conclustons 
1. The committee finds that there is a 

need for more adequate records concerning 
the . volume and methods of shipment of 
penalty mail both from Washington and the 
field. Although certain agencies had some 
reports on the volume of penalty mail of 
their agBncies, in most cases whenever reports 
were available they were inadequate. 

2. The committee finds that under present 
conditions the Post Office Department makes 
contracts for the supplying of penalty enve­
lopes for all Government departments and 
agencies. It will, for instance, make a con­
tract based on supplying a hundred thousand 
penalty envelopes of a certain size. There is 
nothing, however, to prevent the direct pur­
chase of millions of these envelopes by a de­
partment or agency, and such purchases are 
now made. Any department or agency also 
may print or cause to be printed its own 
penalty labels, or to affix penalty indicia on 
mailable matter. 

3. The committee finds that under exist­
ing procedures it is possible for an agency to 
place an order dil·ectly with a contractor for 
penalty mail envelopes far in excess of the · 
quantity for which the contract was originally 
negotiated. Such action often results in the 
Government paying much higher unit prices 
than would have been necessary if the con­
tract had originally been negotiated for the 
larger quantity by a central purchasing 
agency. 

4. The committee finds that there exists 
an iilogical weight distinction between pen­
alty mail originating in Washington, D. C., 
and elsewhere, and that this weight distinc­
tion has resulted in large shipments of pen­
alty mail from the field to Washington, D. C., 
in order to take advantage of the higher 70-
pound limit at Washington, D. C. 

5. The committee finds that no record is 
now being maintained to Ehow .the rapidly 
increasing volume· of circular publications, 
posters, etc., mailed without being enclosed 
in penalty envelopes, the penalty indicia 
merely being printed, mimeographed, or oth­
erwise placed directly on the mailing pieces. 

Recommendations 
The committee recommends that the pen­

alty-mail privileges of the departments and 
agencies of the Federal Government be abol­
ished as such, and that the Congress enact 
legislation which _would provide that the de­
partments and agencies reimburse the Post 
Office Department at regular postage rates, 
or upon a cost-ascertainment basis, from 
their regular appropriations, for their use of 
the mails. However, for the duration of .the 
present war only, exceptions should be made 
for the following departments and agencies: 

War Department, Navy Department, Treas­
ury Department, and the Selective Service 
System. · 

Between now and the time the above rec­
ommendation is executed, the committee 
recommends: 

1. That the privilege of sending penalty 
mail weighing in excess of 4 pounds free 
of postage from Washington, D. C., or else­
where, be abolished, and that the Postal Laws 
and Regulations be revi<:ed to restrict the 
shipment by mail of a maximum of 4 pouncis 
of a particular item of penalty mail to a 
single addressee in any one day from any 
part of t he United StatEs. However, excep­
tions should be made for the fol_lowing d~­
p::irtmen ts and ag.encies: Treasury Depart­
ment, War Department, Navy Department, 
and the Selective Service System. 

2. That each department and agency be en­
couraged, under rules and regulations pro­
mulgated by the Bureau of the Budget and 
Post Office Department, to establish a re­
cording procedure, as simple as possible, that 
will enable the Federal Government to have 
more accurate information regarding the use 
of penalty mail. 

3. That the Post Office Department be 
empowered to revise its present contracting 
proce::iure for the purchase of penalty en­
velopzs, labels, post cards, or penalty ind~c:a 

so that the Postmaster General Ehall be the 
only Government contracting agent for psn­
alty envelopes, labels, post cards, or other 
penalty indicia. 

4. That the Post Office Department shall 
report quarterly to the Congress and the 
Bureau of the Budget the number of all such 
penalty envelcpes purchased, and also the 
number of labels or other indicia used by 
the various dspartments and agencies or bu­
reaus or subdivisions thereof. 

5. That the Post Office D;:pa.rtment shall 
determine the volume and established cost cf 
handling by the Postal Service of penalty 
mail by classes, mailed by each department 
and agency of the Government, which shall 
be reported quarterly to the Congress and 
the Bm-eau of the Budget. 

6. That the Post Office Department cost­
ascertainment procedure be amplified to de­
termine the volume of penalty mail by de­
partments and agencies; whereas now it is 
determined by the Government as a whole. 

7. That the indicia showing the penalty 
mail privilege be placed on official mail mat­
ter by Government departments and agencies 
only under such rules as the Postmaster Gen­
eral may prescribe, and that the amount of 
mailings under such indicia be included in 
the quarterly reports to Congress and the 
Bureau of the Budget on penalty mailings. 

8. That the Bureau of the Budget shall 
report semiannually to the Congress the 
titles and number of all their pamphlets, 
posters, periodicals, and other publications 
sent to the public by the Federal Govern­
ment. 

BUREAU OF THE BUDGET, 
Washington, D. C., January 21, 1944. 

Han. HARRY F. BYRD, 
Chairman, Joint Committee on Redttc­

tion of Nonessential Federal Ex­
penditures, Senate Office Building, 
Washington, D. C. 

MY DEAR SENATOR BYRD: I have reviewed 
the draft of the committee's report on the 
subject of penalty mail and I am generally in 
agreement with the conclusions and recom­
mendations. However, I have reservations 
as to the desirablity of removing the penalty 
mailing privilege from departments and 
agencies prior to the cessation of the present 
war. 

Whether the requirement that depart­
ments and agencies pay postage will involve 
additional administrative costs and will re­
quire additional manpower is a question that 
has not been resolved. It seems to me that 
it should be answered before any final de-

cision is made on removing the penalty mail­
ing privilege. 

Very truly yours, 
HAROLD D. SMITH, 

Director. 

JANUARY 21, 1944. 
Han. HARRY F. BYRD, 

Chairman, Committee on Reduction of . 
Nonessential Federal Expenditures, 
Congress oj the United States, Wash­
ington, D. C. 

MY DE.~R MR. CHAIRMAN: Reference is made 
to the proposed additional report of the Joint 
Committee on Reduction of Nonessential 
Federal Expenditures with respect to J:enalty -
mail, which you forwarded with your letter 
of January 13, 1944, for comment, suggestions, 
and a}:proval. 

There are undoubtedly some classes of 
penalty mail whicl-l could be curtailed or en­
tirely eliminated without adversely affzcting 
the Government's op2rations. With respect 
to mail of this character I am in accord with 
the committee's views that some savings 
could be realized through the establishment 
of more effective controls. 

However, I am not prepared at this time, 
without detailed analysis and study of all 
the factors involved, to agree with the recom­
mendation that the penalty mail privileges 
of the departments and agencies of the Fed­
eral Government be abolished, as such, and 
that the Congress enact legislation which 
would. provide that the departments and 
agencies reimburse the Post Office D:::part­
ment at regular postage rates or upon a cost­
ascertainment basis. It is conceiveble that 
additional costs might be imposed which 
would far outweigh any economies that could 
be achieved by reduced mailings. It would 
sezm, therefore, that before any far-reaching 
change of this character is effected, there 
should be a very thorough investigation made 
to determine whether such change would in 
fact result in economies to the Government 
as a whole, and for this reason I believe an 
opportunity should be accorded the several 
departments and agencies to submit their 
views on the proposal. 

I will be glad if you will include these 
comments with the committee report. 

Very truly yours, 
H. MORGENTHAU, JR., 

Secretm·y of the Treasury. 

PETITIONS AND MEMORIALS 

Petitions, etc., were laid before the 
s~nate, or presented, and referred as in­
dicated: 

By the VICE PRESIDENT: 
A petition of sundry citizens of Oshkosh, 

Wis., praying for the enactment of legisla­
tion providing for food subsidies; ordered to 
lie on the table. · 

By Mr. GREEN: 
A resolution of the General Assembly o! 

the State of Rhode Island; to the Commit­
tee on Education and Labor: 

"Resolution 22 

"Resolution urging the Senators and Repre­
sentatives from Rhode Island in the Con­
gress of the United States to bring their 
influence to bear that action me.y be taken 
by the Federal housing authorities to 
grant some form of priority to the imme­
diate families of men and women in the 
service of the armed forces endeavoring to 
find residence in Rhode Island in the 
quarters of the housing projects developed 
by the Federal housing authorities in this 
State 
"Resolved, That the Senators and Repre­

sentatives from 1\.hode Island in the Congress 
of the United States be, and they are hereby, 
earnestly urged to bring their influence to 
bear and to work in an et!ort that action 
may be taken by the Federal housing au­
thorities to grant smne form of priority to 
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the immediate families of men and women in 
the service of the armed forces endeavoring 
to find residence in Rhode Island in the 
quarters of the housing projects developed 
by the Federal housing authorities in this 
State; and be it further 

"Resolved, That duly certified copies of 
this resolution be transmitted by the sec­
retary of state to the Senators and Repre­
sentatives from Rhode Island in the Congress 
of the United States." 

REPORT OF SPECIAL COMMITTEE ON 
FOREIGN OIL POLICY TO PETROLEUM 
INDUSTRY WAR COUNCIL 

Mr. MOORE. Mr. President, I ask 
unanimous consent to have printed in 
the RECORD and appropriately referred a 
report of the Special Committee on For­
eign Oil Policy to the Petroleum Indus­
try War Council, dated January 10, 1944, 
together with a resolution adopted by 
the committee on December 9, 1943. 

There being no objection, the report 
and resolution were referred to the Com­
mittee on Foreign Relations and ordered 
to be printed in the RECORD, as follows: 
REPORT OF SPECIAL COMMITTEE ON FOREIGN OIL 

POLICY TO THE PETROLEUM INDUSTRY WAR 
COUNCIL, JANUARY 10, 1944 

The committee has carefully considered the 
problem of foreign oil developments and has 
reviewed the document entitled "A Foreign 
Oil Policy for the United States," prepared 
by the Foreign Operations Committee, and 
recommends to the Petroleum Industry War 
Council the approval of the following report, 
\'iz: 

1. That the oil resources of the world can 
best be developed by private enterprise 
under a free economy. 

2. That a foreign oil policy should pe es­
tablished at once by the United States. 

3. That such a policy should involve strong 
support by our Government to our nationals 
who are willing and able to play an impor­
tant role in the development of the oil re­
sources of the world. 

4. That our Government should not par­
ticipate either directly or indirectly in the 
ownership or operation of foreign properties. 

5. That the report of the Foreign Opera­
tions Committee is a sound and constructive 
presentation of the opinions held by this 
committee. 

That report outlines the factors that create 
an international oil problem; emphasizes the 
special interest of the United States in oil; 
presents in some detail the principles that 
should underlie a sound foreign oil policy; 
and out lines those aspects of the problem 
that require immediate attention as well as 
those which should be dealt with under a 
long-term policy. The report vigorously pre­
sents the advantages of private enterprise in 
foreign oil development, points to the great 
achievements already made by American na­
tionals in this field, and gives convincing ar­
guments to show that direct or indirect 
participation by the United States Govern­
ment in foreign oil developments will hamper 
the diligent and efficient prosecution of such 
developments, will be a long step away from 
democratic procedure, and will lead to end­
less political and international complications. 

The committee finds itself in accord with 
the substance of the report and endorses its 
findings as expressed in sections I to V, inclu­
sive. 

With regard to section VI which gives the 
design of a proposed international oil com­
pact, the committee h as not completed its 
study and expresses no opinion at this time. 
It feels that no immediate action on this 
particular point is required, as the nature 
and scope of this compact will in any event 
postpone its implementation until the world 
ts again at peace. 

The committee urges that the report of the 
Foreign Operations Committee be given the 
widest publicity both within the oil industry 
and among citizens in general. These mat­
ters concern not only the oil industry but 
the ent ire Nation. 

Adopted January 12, 1944. 
PETROLEUM INDUSTRY WAR COUNCIL. 

REPORT OF SPECIAL COMMITTEE ON FOREIGN OIL 

POLICY TO THE PETROLEUM INDUSTRY WAR 

COUNCIL, DECEMBER 9, 1943 

Your committee has examined the report 
of the Foreign Operations Committee of the 
Petroleum Administration for War and en­
dorses the policies set forth therein, but de­
sires more time for study and a specific rec­
omm\:lndation on foreign policy which will be 
presented to the Petroleum Industry War 
Council at its January meeting. 

The committee recommends to the council 
the adoption of the following resolution: 

"Whereas in recognition of the fact that 
private capital and competitive enterprise 
have developed and will continue to develop 
vast foreign oil reserves as well as a great 
domestic oil industry which constitute a 
great and indispensable bulwark for national 
defense: Be it 

((Resolved, That the Petroleum Industry 
War Council recommends to the Petroleum 
Administrator for War that the immediate 
war necessity and the continuing necessity for 
the acquisition, exploration, and development 
of foreign oil reserves by our nationals makes 
it imperative that our nationals be afforded 
all possible diplomatic protection in foreign 
lands; be it further 
' "Resolved, That a foreign oil policy of the 

United States should have the support of the 
American people as well as the support of the 
American oil industry. It should extend to 
our nationals, operating in foreign countries, 
the encouragement and effective assistance 
of the American Government in their foreign 
oil exploration, development, or operation; 
be it further 

"Resolved, That the United States Govern­
ment should under no circumstances acquire 
title or ownership or directJy or indirectly 
engage in foreign oil exploration, develop­
ment, or operation." 

Adopted December 9, 1943. 
PETROLEUM INDUSTRY WAR COUNCIL. 

FOREIGN OIL POLICY OF THE GOVERN­
MENT-RESOLUTION OF PETROLEUM 
INDUSTRY WAR COUNCIL 

Mr. MOORE. Mr. President, -I ask 
unanimous consent to present a resolu­
tion adopted by the Petroleum Industry 
War Council and to have it printed in the 
RECORD and properly referred. 

There being no objection, the resolution 
· was received, referred to the Committee 
on Foreign Relations, and ordered to be 
printed in the RECORD, as follows: 

Whereas on December 11, 1943, the board 
of directors of the Independent Petroleum 
Association of America adopted the follow­
ing resolution: 

"Whereas private capital, individual initi­
ative, and free competitive enterprise have 
achieved the highest degree of development 
in exploration, production, refining, market­
ing, and transportation in the oil industry, 
and in the advancement of the associated 
sciences, resulting in constantly improving 
quality, and in reasonable prices to the con­
suming public in the United States; and 

"Whereas the helpful functions of govern­
ment are recognized in the promotion of 
conservation, through those governments 
having jurisdiction, in the prevention of 
waste, and in the scientific ascertainment of 
consu:nptive demand; and 

"Whereas in the foreign field, private en­
terprise has extended the sphere of American 
industrial power and prestige in the discov-

ery and development of oil reserves with sub­
stantial benefits to the United States Gov­
ernment, and to its nat ionals, without the 
involvement of the United States Govern­
ment as such, and without creating the hos­
tility of friendly nations through the at­
tempted impairment of their sovereignty by 
the intervention of the United States Gov­
ernment in their internal affairs; and 

"\Vhereas Government control, whether 
effEctuated through Government monopoly, 
Government expropriation, or through the 
nationalization of petroleum has hampered, 
obst ructed, and restricted petroleum indus­
trial development in other countries as com­
pared with, and measured by the achieve­
ments of private capital, private initiative, 
and private management in the United 
States; and 

"Whereas foreign explorations, production, 
transportation, and refining of petroleum has 
been dependent, to the greatest extent, upon 
the advances mad by the petroleum indus­
try in the United States in petroleum pro­
duction and refining technology, and in the 
improvement made in the art of oil finding, 
and in the use of American manufactured 
equipment and supplies; and 

"Whereas no major development in the 
history of the oil industry throughout the 
world has resulted from purely governmental 
activity, comparable to the progress made in 
the industry by private capital and private 
enterprise; and 

"Whereas national defense and national 
welfare and friendliness between nations are 
best promoted and served by the extensive 
and efficient development of petroleum 
through t he media of private capital, private 
initiative, and private management in a free 
competitive system susceptible of quick mo­
bilization for national service; and 

"Whereas a virile, dynamic domestic oil 
industry in the United States, supported by 
the legitimate diplomatic aid of the Govern­
ment of the United States to its nationals 
engaged in foreign operations under estab­
lished international law constitutes the most 
indispensable and effective bulwark of na­
tional defense: Therefore be it 

((Resolved by the Independent Petroleum 
Association of America; That--

"(1) The Government of the United States 
of America be, and it is hereby petitioned, to 
establish and maintain a consistent foreign 
oil policy-

" (a) by giving necessary and legitimate 
diplomatic support, under the principles of 
international law, to its nationals engaged 
in foreign oil operations; and 

"(b) by fostering the private enterprise of 
its nationals in foreign exploration, produc­
tion, transportation, refining, and marketing 
or pet roleum and its products; and · 

" (c) by the establishment of a cardinal 
principle in such foreign oil policy of the 
Government of the United States that the 
Government itself will not directly or in­
directly engage in foreign oil ownership, ex­
ploration, development, or operation, either 
in its suvereign or proprietary capacity, or 
through the media of ownership in corpora­
tions or other agencies engaged in the petro­
leum industry." 

Whereas the Special Committee on Foreign 
Oil Policy of the Petroleum Industry War 
Council ·are in full accord with the principles 
as set forth in this resolution as evidenced 
by its report to the Council, dated January 
10, 1944: Be it 

Resolved, That the Petroleum Industry War 
Council approves the declaration of principles 
expressed in the foregoing reso:ution. 

Adopted January 12 , 1944 . 
PETROLEUM lNDUS'!'RY VJ AR CoUNCIL. 

RESOLUTION OF MERIDEN CENTRAL 
LABOR UNION-NATIONAL HOME FOR 
JEWS IN PALES TINE 

Mr. MALONEY. Mr. President, I ask 
unanimous consent that there may be· in-
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serted in the body of the RECORD, and 
appropriately referred, a letter which I 
have received from Mr. Frederick L. 
Neebe, secretary, the Meriden Central 
Labor Union, Meriden, Conn., embodying 
a resolution adopted at a meeting of that 
organization held on December 3, 1943, 
urging "that the Balfour Declaration be 
fully implemented" and "that the right 
of the Jewish people to a national home 
in Palestine be reaffirmed." 

There being no objection, the letter 
embodying a resolution was referred to 
the Committee on Foreign Relations and 
ordered to be printed in the RECORD, as 
follows: 

THE MERIDEN CENTRAL LABOR UNION, 
Meriden, Conn., January 11, 1944. 

Hon. FRANCIS MALONEY, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MALONEY: By instruction Of 
the Meriden Central Labor Union, I am send­
ing you herewith copy of resolution adopted 
at the meeting held on December 3, 1943. 
This resolution follows along the lines 
adopted by the convention. of the American 
Federation of Labor at Boston, Mass., on Octo• 
ber 8, 1943: 

"Whereas newspaper dispatches from Eu­
rope and the documented reports of the State 
Department tell a horrible story of the atroci­
ties to which the conquered peoples of Europe 
have been subjected. In Czechoslovakia the 
destl'uction of Lidice was but a symbol of the 
calculated plans of the Nazis to brealt: the 
spirit of an entire nation. In Poland the 
test minds of the country, the leading spirits 
of all classes, the leaders of the labor move­
ment, have been executed as part of the 
planned Nazi policy to leave t~e Poles .a 
people without leadership and Wlthout dl­
rection. In Holland the Nazis loosed their 
bombs on Rotterdam after the city had sur­
rendered, and thousands of women and chil­
dren were butchered to strike fear into the 
h earts of their fighting men. Today Nazi 
soldiers are bayoneting Italian civilians on 
the streets of Italian cities to satisfy their 
lust for revenge against their former ally; 
and 

"Whereas horror piles upon horror. Terror 
is the lot of all; and 

"Whereas it has been reserved for the 
Jewish population of occupied Europe to be 
marlt:ed for mass extermination. History 
knows no parallel to the bestial cruel ties by 
which the Nazis are carrying out their resolve 
to destroy the entire people. Herded into 
walled ghettos, they are denied food and 
drink until life qeparts from their bodies. 
Crowded into specially constructed gas 
chambers, they are asphyxiated to death by 
their Nazi executioners. Hunted like ani­
mals through the streets, they are shot down 
or clubbed to death when their tort~rers have 
tired of their sport; and 

"Whereas the world has seen more than 
8 ,000,000 Jews in occupied Europe st arved, 
hunted, g~ssed, clubbed, and machine­
gunned. Today there remains but a tiny 
remnant of an ancient people in lands where 
their fathers and forefathers have lived for 
centuries; and 

"Whereas the conscience of the civilized 
world recoils with horror at the fiendish 
crimes perpetrated by the Nazis on a defense­
less people; and 

"Whereas civilized humanity owes it to its 
own conscience to undo, so far as can be 
undone, the inhuman plans of the Nazi bar­
barians and to save those who can still be 
saved from the fate that has been suffered 
by 3,000,000 of their people; and 

"Whereas, to this end, the American Fed­
eration of Labor calls upon the United Na­
tions to take immediate steps to rescue the 
remaining Jews of occupied Europe. · We call 
upon the United Nations, and our own coun­
try, to provide for them temporary havens 

In their territories. We urge that where im­
migration restrictions impede the work of 
rescue they be temporaril1 lifted, and that 
in our own country quotas be enlarged where 
necessary so that those Jews who can still ~e 

· snatched from the bloody hands of the Nazis 
may find a temporary resting place until the 
war is over, when they may once more take 
up their abode in their native lands; and 

''Whereas we urge that our Government in 
the meanwhile, together with the govern­
ments of our allies, warn the men by whose 
orders these inhuman deeds have been perpe­
trated that they will be treated as outlaws 
from humanity, and outcasts from the world; 
and that they will be punished for their 
crimes against the helpless and the down­
trodden; and 

"Whereas the Nazis, as part of their plan 
for world domination, have introduced into 
Europe a calculated chaos. They have. up­
rooted millions of Frenchmen, Norweg1ans, 
Hollanders, BelgianG, Russians, and Poles 
from their homeland. They have looted ev­
erything movable in every land where they 
have set their heel. Victory will not be com­
plete until the monstrous skein of planned 
chaos is unraveled. The United Nations, as 
the trustees for the conscience of civiliza­
tion, must resolve that these millions sha~l 
return to their homes, shall recover their 
property, shall be able once more as free men 
to live on the fruits of their toil. And pre­
cisely because the Nazis spent their greatest 
efforts on the uprooting and extermination 
of the Jews above all other peoples, the 
United Nations must make a special effort 
to foil the Nazi plans, and enable the Jews, 
who have suffered most at the hands of the 
Nazis, to return to their former .residences 
and occupations, with all their political, eco­
nomic, and civil rights restored; and 

"Whereas when all this has been done, 
when chadty and kindness _and human de­
cency have bound up the wounds left by our 
enemies, there will still be those among the 
Jews who will have no home, no nation, to 
which they can return. The AI?erican Fed­
eration of Labm: has in the past expressed its 
profound sympathy with the national aspira­
tions of the Jewish people. And today, more 
than ever the American Federation of Labor 
calls upo'n the world to fulfill its longM 
standing pledge to the Jewish people by en­
abling them to build up their own homela~d, 
and by opening wide the doors of Palestme 
to the victims of the Nazi terror; and 

"Whereas the American Federation of LaM 
bor has observed with admiration the recon­
struction of the Jewish homeland since t?-e 
Balfour Declaration recognizing the spec1al 
claim of the Jewish people to the soil of 
Palestine. It has watched with pride the 
great role played in the upbuilding of Pales­
tine by the forces of organized labor there; 
and 

"Whereas the world is fortunate that there 
exists a Jewish homeland, whose sons stood · 
at the gateway of the East and held it against 
the Nazi war machine until the full forces 
of the United Nations could be brought to 
bear to expel the Germans from Asia and 
Africa. It is fortunate that there will exi~t 
tomorrow a Jewish commonwealth to whicn 
may turn those victims of Nazi oppression 
who have no other homeland: Therefore, 
be it . 

"Resolved, That the American Federatwn 
of Labor urges upon our Government and 
upon the Government <;>f .~rea~ Britain, which 
has a special respons1bil1ty m the matter, 
that the Balfour Declaration be fully im­
plemented, that the right of the J~wish peo­
ple to a national home in Palestme be re­
affirmed and that every aid and encourage­
ment b~ give~) to enable the victims. of Nazi 
persecution to settle upon their anc1ent soil 
and make it bloom once more as it did in the 
days of the prophets." 

FREDERICK L. NEEBE, 
Secretary, the Meriden Central Labor 

Union. 

WHAT PRICE GOOD NEIGHBORS?-EDITO­
RIAL FROM THE PHILADELPHIA IN­
QUIRER 

Mr. DAVIS. Mr. President, I ask 
unanimous consent to · have printed in 

· the RECORD and appropriately referred 
an editorial entitled "What Price Good 
Neighbors?'' from the Philadelphia In­
quirer of this morning. 

There being no objection, the editorial 
was referred to the Committee on Ap­
propriations ·and ordered to be printed 
in the RECORD, as follows: 

WHAT PRICE GOOD NEIGHBORS? 
It's ab:mt time that more authoritative 

answer than those of Vice President WALLACE 
and Senator McKELLAR were made to Senator 
BUTLER's charges of extravagant spending by 
the United States Government in Latin 
America. 

If Sanator BUTLE..'t is anywhere near right 
in his reiterated declaration that our ex­
penditures, commit'ments, and extensions of 
credit sout h of the border for a 3-year period 
amount to close to $6,000,000,000, most 
American taxpay€l's will demand to know 
what, in the name of all that's sensible, the 
long-term cost of the good-neighbor policy 
is going to be. 

The worst of it is that, with a suspiciously 
pro-Axis Argentine Government apparently 
seeking to form a strong anti-United States 
bloc in South America, it looks as if the 
good-neighbor policy is being taken for a 
ride at this country's expem:e. 

Yet, when Senator BUTLER, a persistent 
Rc-mblican from Nebraslca, first aired his 
alleged findings of costly boondoggling and 
waste in South America the loudest voice 
heard in re.ply was that of VIce President 
WALLACE, who almost tearfully apologized to 
our Latin American friends for the Nebras­
kan's rude aspersions. 

The next loudest voice was that of Ten­
nessee's McKELLAR, who insisted that total 
expenditures in Latin America were only 
$2,207,000,000, of which $1,400,000,000 was 
for war purchases by the United States. 
Nelson Rockefeller, Inter-American Affairs 
Coordinator, meantime had put the figure at 
less than $600,000,000. 

Now Senator BUTLER has submitted to the 
Senate an itemized account to back up h is 
accusation that in the last 3 years the United 
States Government has poured at least 
$5,733,953,543 into Central and South Amer­
ica, and Senator McKELLAR has returned to 
the. fray to declaim that BTJTLER's chargEs 
tend to damage the good-neighbor policy. 

Who is right in all this? How much have 
we spent and promised to spend in Latin 
America? What's our money being spent 
for down there? What's it doing to the good­
neighbor policy? Just what, precisely, is the 
condition of the good-neighbor policy now? 

These are questions which a good many 
Americans would like to have answered, not 
by angry Senators hurling charges and 
countercharges across the Senat-e floor, but 
by cool, unimpassioned investigators. 

If the American Government has been try­
ing to buy Latin America's undying friend­
ship by tossing money around like nobody 's 
bus:'.ness, our people should know about it. 

If as has been asserted by some, we have 
spe~t stupendous sums on thousan~s of me­
chanical sewing machines for. natives who 
prefer to sew with a shark's tooth; on stock­
ing Venezuelan lakes with game fish; on buy­
ing farms for deserving folk in Honduras, 
and on other heart-warming but not impera­
tive projects, American taxpayers ought to 
be given the down-to-earth facts. 

Senator BUTLER's provocative revelatlons 
are the result of a personal inquiry made . 
during a tour taken at his own expense. 
Various congressional agencies have made 
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stabs at checking his data, but to little pur­
pose. Why hasn't there been a formal con­
gressional investigation of the charges? 

Certainly BuTLER is right in his blunt asser­
tion that "money will not buy good will" and 
thr , we ought to call a halt on extravagance 
and develop a policy "that will be sound 
good neighbor." 

Be.:ore the good-neighbor policy is shot to 
pieces by pro-Axis factions in South America 
who don't appreciate Uncle Sam's loose­
fingered ways with money, Congress should 
order a thorough, searching analysis of Sena­
tor BUTLER's accusations, with no account 
books or witnesses barred. 

NATIONAL WAR SERVICE 

Mr. DAVIS. Mr. President, the Senate 
Military Affairs Committee is now hold­
ing hearings on the matter of a national 
service act, the enactment of which was 
requested by the President in his recent 
message to t he Congress. 

A recommendation of this nature is 
indeed a mat ter of serious concern to all 
the American people, and I know that 
the members of the Military Affairs Com­
mittee are conscientiously seeking all 
valid and worth-while information per­
tinent to that subject, in ord.er that they 
might adopt a course supported by the 
vast majority of the American people. 
I am therefore requesting, Mr. President, 
that an editorial which appeared in the 
Pittsburgh Post-Gazette under date of 
January 21 entitled "The Free Labor of 
Freemen" be printed at this point in the 
RECORD ~s a part of my remarks, and 
that it be referred to the Military Affairs 
Committee for their consideration and 
study. The Post-Gazette is a reliable 
and sound organ of America's free press, 
and I feel that this editorial reflects sub­
stantially the popular feeling in the 
State of Pennsylvania with respect to the 
pending legislation. 

-I might add that: judging from the 
considerable quantity of mail which has 
come to my office on this subject, a large 
number of people are opposed to the 
enactment of any legislation of this type 
at this late date. 

In· addition, Mr. President, while much 
has been said to the effect that the 
servicemen themselves favor the enact­
ment of .this legislation, the mail which 
I have received directly or indirectly from 
men in the armed forces does not bear 
out this conten t ion. 

Certainly the soldiers on the fighting 
fronts are definitely opposed to work 
stoppages and stril{es in American war 
industries, -for they feel, and rightly so, 
that they should have the full help and 
support of every person here on the home 
front. I have long maintained that 
there is no possible justification for a 
strike or a work stoppage during these 
times of crisis, and I believe, Mr. Presi­
dent, that the administration has suffi­
cient authority . at the present time to 
prevent such disturbances, if that au­
thority were used properly and on time: 
I am convinced that the vast majority 
of the American people are doing their 
utmost to hasten the day of our total vic­
tory and the early return of our sons and 
brothers from the fighting fronts of the 
world, and I am convinced that the 
enactment of legislation of this type 
would not serve effectively to hasten that 
day. 

The VICE PRESIDENT. Is there ob­
jection to the reqttest of the Senator from 
Pennsylvania? 

There being no objection, the editorial 
was referred to the Committee on Mili­
tary Affairs and ordered to be printed 
in the REcoRn, .as follows: 

THE FREE LABOR OF FREEMEN 
In his testimony before the Senate Military 

Affairs Committee, Secretary of War Stimson 
ptesented three arguments for a national 
service law, unpopularly called a Draft-Labor 
Act. He said that soldiers overseas are "bit­
terly resentful" of strikes and labor unrest, 
that the war machine is in danger of missing 
the 1944 production goals because of man­
power shortages, and that the public favors 
such a measure. None of the arguments 
seems to have impressed Congress, which he 
said needs impressing. 

His first and third arguments are not di­
rectly related to the second nor practically 
pertinent in themselves. Granted that our 
soldiers are bitterly resentful of strikes, just 
as are most people at home, do they have 
any clearer idea of how a National Service 
Act would work than the rest of us, and 
would they saddle the whole Nation with 
further regimentation simply to get even 
with those unions which violated their 
no-strike pledge? Making the doubtful as­
sumption that the public favors such a 
measure, how many people know to what 
extent a sweeping law they don't understand 
can solve economic problems they don't 
understand? 

What soldiers tl}.ink and what the public 
thinks about wartime strikes has little to do 
with the shortage of manpower in aircraft, 
coal-mining, lumbering, and ball-bearing 
plants. If the primary purpose of a National 
Service Act is to fill these gaps, why didn't 
President Roosevelt say so when he proposed 
the law, and why doesn't Mr. Stimson ex­
plain· which workers would be drafted for 
these jobs and how their sacrifice would be 
equalized, both with the men in the armed 
services and with other workers-the bulk 
of them, according to the President's own 
words-left in their old jobs at the highest 
wages in history? 

Had a National Service Act been proposed 
2 years ago, or .even 1 year ago, as we have 
said before, we believe the American people 
would have accepted it gladly, because they 
did and they do want to pull their own indi­
vidual weigl}.t in this war. Brought forward 
at this time, however-after mine strikes and 
steel strikes and the threat of a railroad 
strike-it looks too much like anotl~er stop­
gap remedy for the labor troubles Mr. Roose­
velt brought on himself, and the country, by 
trying to play cagey politics with the war 
effort. That is precisely why the public, hav­
ing watched his stabilizers consistently give 
in to the strikers' demands, questions the 
advisability of · giving the President greater 
authority to use or not u se at his discretion 
in an election year. 

As for Mr. Stimson's fear that the home 
front is "on the point of going sour" with 
"a system of anarchy" taking form, may we 
point out that in this war for human free­
dom free men have proved its worth in peace 
and war. 

There have been strikes, inexcusable strikes, 
which we have condemned as severely as any­
body else. In spite of them, our Army is the 
best equipped in the world, and our allies are 
better equipped than they otherwise would 
be, because the free workers of America, 
under a system of relatively free enterprise, 
have poured a steady stream of ships, planes, 
tanks, guns, food, and supplies across the seas. 
Before tampering with that system still fur­
ther in an attempt to correct its strike de­
fect, the American people, as loyal as ever 
to the democratic principles they are fighting 

and working to save, will have to be convinced 
that any other system could work as well. 

.Certainly they will hesitate to give arbi­
trary power over their lives to administrators 
whose reason for asking it is that they can't 
trust the people. 

REPORT OF COMl\IIITTEE ON EDUCATION 
AND LABOR 

Mr. THOMAS of Utah, from the Com­
mittee on Education and Labor, to which 
was referred the bill (S. 1633), to amend 
the a.ct entitled "An act to provide for 
the training of nurses for the armed 
forces, governmental and civilian hos­
pitals, health agencies, and war indus­
tries, through grants ·to institutions ·pro­
viding such training, and for other pur­
poses," approved June 15, 1943, so as to 
provide for the full participation of in­
stitutions of the United States in the 
program for the training of nurses, and 
for other purposes, reported it without 
amendment and submitted a report <No. 
633) thereon. 
WARTIME METHOD OF VOTING BY MEM­

BERS OF ARMED FORCES-REPORT OF 
PRIVILEGES AND ELECTIONS COMMIT­
TEE 

Mr. GREEN. Mr. President, by direc­
tion of the Committee on Privileges and 
Elections, as the result of the meeting 
held yesterday afternoon, I have been 
instructed by a vote of 12 to 2 to report 
back from that committee, with an 
amendment, the bill (S. 1612) to amend 
the act of September 16, 1942, which pro­
vided a method of voting in time of war 
by members of the lan<l ·and naval forces 
absent from the place of their residence, 
and for other purposes, and to submit a 
report (No. 632) thereon. 

The VICE PRESIDENT. Without ob­
jection, the report will be received and 
the bill will be placed on the calendar. 

REPORTS ON DISPOSITIQN OF 
EXECUTIVE PAPERS 

Mr. BARKLEY, from the Joint Select 
Committee on the Disposition of Execu­
tive Papers, to which were referred for 
examination and recommendation three 
lists of records transmitted to the Senate 
by the Archivist of the United States that 
appeared to have no permanent value or 
historical interest, submitted reports 
thereon· pursuant to law. 

JOINT RESOLUTIONS INTRODUCE~ 

Joint resolutions were introduced, 
read the first time, and, by unanimous 
consent, the second time, and referred 
as follows: 

By Mr. WHEELER: 
S. J. Res. 109 (by request). Joint resolu­

tion extending the period for the acquisition 
by the Railroad Retirement Board of data 
needed in carrying ert the provisions of the 
railroad retirement acts; to the Committee 
on Interstate Commerce. 

(Mr. MOORE (for himself and Mr. BREW• 
STER) introduced S. J. Res. 110, which was 
referred to the Committee on Interstate Com­
merce, and appears under a separate 
heading.) 

LIQUIDATION AND DISSOLUTION OF 
PETROLEUM RESERVES CORPORATION 

Mr. MOORE. Mr. President, I ask 
unanimous consent, on behalf of the 
Senator from Maine [Mr. BREWSTER] 
and myself, to introduce a joint resolu-
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tion. I believe from the character of 
the resolution that it might be referred 
either to the Committee on Interstate 
Commerce or the Committee on Foreign 
Relations. 

The VICE PRESIDENT. Without ob­
jection, the joint resolution will be re­
ceived and appropriately referred. 

The joint resolution <S. J. Res. 110) to 
liquidate and dissolve Petroleum Re­
serves Corporation, a Government cor­
poration, introduced by Mr. MOORE (for 
himself and Mr. BREWSTER), was read 
twice by its title and referred to the 
Committee on Interstate Commerce. 
SERVICE MANUAL FOR THE USE OF 

VETERANS AND THEIR DEPENDENTS­
REVISION AND REPRINT OF DOCUMENT 

Mr. BONE submitted the following res-
olution <S. Res. 242), which was referred 
to the Committee on Printing: 

Resolved, That Senate Document No. 96, 
Seventy-seventh Congress, first session, en­
titled "A Service Manual for the Use of Vet­
erans and Their Dependents," be revised to 
date and reprinted with corrections, and that 
5,000 additional copies be printed for the use 
of the Senate Document Room. 

FULL EMPLOYMENT-ADDRESS BY THE 
VICE PRESIDENT 

(Mr. GUFFEY asked and obtained leave to 
have printed in the RECORD an address on the . 
subject Full Employment, delivered by the 
Vice President before a luncheon meeting of 
the Committee. for Political Action of the 
C. I. 0., at New York City, on January 15, 
1944, which appears in the Appendix.] 

FOREIGN POLICY-ADDRESS BY SENATOR 
WILEY 

(Mr. WILEY asked and obtained leave to 
have printed in the RECORD an address on 
foreign policy, broadcast by him over Wis­
consin radio networks, which appears in the 
Appendix.] 

FINANCING SMALL BUSINESS AFTER THE 
WAR-ADDRESS BY SENATOR TAFT 

[Mr. TAFT asked and obtained leave to 
have printed in the RECORD an address en­
titled "Financing Small Business After the 
War," delivered by him at the Boston City 
Club, Boston, Mass., January 14, 1944, which 
appears in the Appendix.] 

THE FARM SITUATION 
(Mr. TRUMAN asked and obtained leave 

to have printed in the RECORD a letter from 
W. A. Cochel, editor of the Weekly Kansas 
City Star and three editorials from that 
newspaper on the farm situation, which ap­
pear in the Appendix.] 

VOTES FOR SOLDIERS 
(Mr. TUNNELL asked and obtained leave 

to have printed in the RECORD an article en­
titled "Soldiers in Italy Ask Right to Vote," 
from the UE News of January 22, 1944, which 
appears in the Appendix.] 

JOHN R. STEELMAN, DIRECTOR, UNITED 
STATES CONCILIATION SERVICE 

(Mr. BANKHEAD asked and obtained leave 
to have printed in the RECORD an article by 
John Temple Graves, published in the Birm­
ingham Age Herald of December 8, 1943, re­
lating to the work of Dr. John R. Steelman, 
Director of the United States Conciliation 
Service, which appears in the Appendix.] 

BILLION-DOLLAR WATCH DOG-ARTICLE 
FROM THE READER'S DIGEST 

[Mr. HATCH aslted and obtained leave to 
have printed in the RECORD an article en-
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titled "Billion-Dollar Watch Dog," from the 
Reader's Digest of September 1943, which ap­
pears in the Appe~dix.] 

EXCERPTS FROM EIGHTH ANNUAL RE­
PORT OF THE SOCIAL SECURITY 
BOARD 

Mr. WAGNER. Mr. President, I ask 
unanimous consent to have printed in 
the RECORD as a part of my remarks 
portions of the Eighth Annual Report of 
the Social Security Board, dealing with 
the all-important problems of health pro­
tection and unemployment insurance, as 
a part of a unified program of · social 
security for the post-war period. 

There being no objection, the excerpts 
were ordered to be printed in the RECORD, 
as follows: 

HEALTH AND MEDICAL CARE 
Our country may well take pride in its 

progress during the past half century in ex­
tending the average length of life and rais­
ing standards of physical well-being. We 
may be proud also of the Nation's total re­
sources fOl' the prevention and care of sick­
ness-organized public health services, splen­
didly equipped hospitals, and skllled . medi­
cal. practitioners and technicians. In com­
bination with the relatively high levels of 
living achieved by the American population 
as a whole, these resources have served to 
make the health and life of the average man 
more secure than that of his parents or 
grandparents. Failures, however, to assure 
healthful growth and development among 
even the generations now young are evident 
in many ways, among them the record of the 
first 3,000,000 men examined for selective 
service. Though these men were in the ages 
21-36 and their average age was 26, half 
failed to meet the physical and mental re­
quirements of the system for general mili­
tary service, while about one-fourth could 
not qualify for even limited service. Of the 
900,000 who were thus disqualified, at least 
200,000 had defects which were considered 
easily remediable. Among a large group of 
18- and 19-year-old registrants, about 25 per­
cent were rejected on physical or mental 
grounds. Rejection rates reflected economic 
handicaps. Among boys classified as farmers, 
the rate was about 40 percent, and among 
emergency workers and the unemployed, 
nearly 38 percent, while for those classified 
in skilled occupations and professional and 
semiprofessional services, only about 20 per­
cent were rejected for these reasons. Though 
standards for military service were more 
rigorous than those required in many civilian 
activities, prevalence of physical defects 
among this cross section of the young adult 
population has serious implications for in­
dividual and social security. 

DIFFERENCES IN THE EXTENT OF HEALTH 
PROTECTION 

Average achievements in health security 
have little meaning to a particular indi­
vidual; what matters to him is his own 
chance to live a full life unhampered by 
sickness or incapacity. The average con­
ceals the fact that in all parts of the coun­
try there are groups whose chances of sur­
vival are no greater than tnose which existed 
in the Unit€d States 60 years ago. Some 
places in the United States, especially rural 
areas, are almost without access to modern 
facilities to prevent and cure siclmess. 

Progress in improving health and longevity 
has come largely through organized meas­
ures for curbing or eradicating hazards of 
whole communities-that is, through public 
health and sanitary provisions to safeguard 
w'ater and milk supplies and prevent or con­
trol communicable diseases such as typhoid 
fever, diphtheria, tuberculosis, and malaria. 

Sickness and death rates from causes such 
as these make it clear, however, that there 
still remains a tremendous weight of pre­
ventable or curable ·sickness and postpon­
able death which could be lifted through the 
use · of measures long since established as 
appropriate functions of public health and 
medical services. 

In these as in other fields of public action, 
striking variations arise from differences in 
public and personal resources. A baby's 
chance to survive the first year of life, for 
example, was nearly three times as good in 
the best State in 1942 as it. was in the State 
where the infant mortality rate was highest. 
The death rate from tuberculosis ranges, 
among the States, from 79.1 per 100,000 of 
population to 16.2, excluding States in which 
facilities for the care of that disease have 
attracted patients from other areas. While 
climatic and other differences enter into 
comparisons. such as these, a major under­
lying factor is the discrepancy in the funds 
made available by States and localities to 
carry on widely accepted public-health func­
tions needed to prevent and care for sicltness 
within their borders. Recognition of this 
situation was made in the provision of Fed­
eral grants for public health and maternal 
and child health and welfare under the So­
cial Security Act, administered, respectively, 
by the United States Public Health Service 
and the Federal Children's Bureau. At the 
end of nearly 8 years, however, these meas­
ures had not yet proved sufficient to remove 
the handicaps of wide geographic areas and 
certain groups in all areas. 

Within localities, moreover, sickness varies 
according to income level. The chance for 
health, and even for survival, is least among 
the poor. The general death rate among 
boys and men of working age has been found 
to be nearly twice as high for unskilled 
'laborers as for professional men or ·proprie­
tors, managers, and officials. Wage earners 
in nonrelief families with annual incomes 
of less than $1 ,000 were found to have, on 
the average, nearly twice as many days of 
disability during a year as those in families 
with $3,000 or more. Families on relief 
reported nearly three times as many days 
of disability per person as were reported for 
persons in families with incomes of $3,000 
or more. Qhildren in relief families lost 
nearly a third more time from school or play 
because of illness than those in families 
with moderate or comfortable means. It 
is of little use to argue whether sickness and 
premature death are more often the cause 
or the result of poverty; in either case, it is 
necessary to stop the down-"spiral likely to 
end in demoralization and dependency. 

Public-health programs for the preven­
tion and control of communicable diseases 
have wiped out or relegated to an unim­
portant place many ailments which once 
were leading causes of sickness and death. 
Success has been greatest in the acute ail­
ments of childhood and youth. Increasing 
proportions of the babies born in the last 
half century or more have gained a chance 
to live to old age . Except for accidental in­
juries, the leading causes of death are now 
the slowly crippling diseases of middle age 
and old age, often ushered in by long periods 
of increasing disability. The attack on these 
forms of ill health cannot be made by mass 
methods, such as chlorinating a water supply 
to eradicate typhoid fever. To prevent and 
curb such causes of disability and death 
requires the highly individualized services 
of physicians, technicians, and laboratories. 
These services are neeessarily expensive. 
They are, moreover, the forms of medical 
care for which American families typically 
pay, when they receive them, as individuals. 
The direction of progress in health security 
in the United States lies increasingly in 
insuring that all groups in the population 
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can get for the prevention and care of sick-·· 
ness whatever medical care they need, not 
only as members of communities but also 
as individuals. 

COSTS OF MEDICAL SERVICES 

The largest part of the Nation's total bili 
for health and medical care is paid directly 
by families. In 1942, government-or the 
population as a whole as taxpayers-paid 
about 20 percent of the total, exclusive of 
the cost of medical care for the armed forces. 
Philanthropy and industry combined ac­
counted for probaply not more than 5 percent 
of the total. About three-fourths of the 
total paid in a year comes directly from fam­
ily pocketbooks, and of this sum a very 
large part is paid by the families which suf­
fered serious illnesses. Serious sickness is 
likely to make inroads upon family resources 
through temporary or prolonged loss of earn­
ings and increases in costs of food and house­
hold services, as well as in terms of medical 
bills. The major part of the support of 
measures for security in Ufe and health in 
the United States thus falls fortuitously 
upon households when they are least able 
to pay for it. The care a family receives 
depends in considerable part upon its in­
come. Despite all the public provisions for 
medical care and the care given through 
philanthropy and the unpaid services of phy­
sicians and others, low-income families re­
ceive, on the average, much -less care than 
those in better circumstances, though their 
needs for care are greater. 

From the standpoint of the family which 
suffers serious illness, adequate medical care 
must nearly always be expensive. For the 
country as a whole, costs are not such a prob­
lem. It is estimated that about $4,500,000,000 
was spent in 1942 in the United States for 
medical care and public-health services. 
This was a very small fraction of the Na­
tion's income. Among individual families 
the average outlay was relatively small, not 
more than 3, 4, or 5 Qercent of annual in­
come. If 1942 followed the pattern of an 
earlier prosperous period for which detailed 
studies are available, low-income families, 
\lhich have the greatest need for care and 
receive the least, spent a somewhat larger 
proportion of their annual income for medi­
cal services than the well-to-do. • 

The problem of medical bills arises from 
the fact that they are unlilt:e any other basic 
item in the family budget. No family can 
set aside 4 or 5 or even 10 or 20 percent of 
income for a given year and know that it will 
be enough to meet medical bills. For the 
individual family, medical costs are unpre­
dictable and largely uncontrollable. In any 
given year, medical needs will confront some 
families with economic disaster and others 
with a burden which can be met only by 
sacrifice of other essentials, but no one can 
predict which families these will be. Over 
the cycle of a generation. few households 
escape a year or more in which illness brings 
heavy or crushing costs, but none can select 
for sickness the year when they are best able 
to pay for what they need. 

THE NEED FOR SECURITY IN HEALTH 

In the opinion of the Social Security Board, 
the lack of adequate measures to cope with 
sickness and disability repreEents the most 
serious gap in provisions for social security 
in the United States. This lack affects all 
areas in the country, all age groups, and 
nearly all income levels. Compensation for 
wage losses arising from temporary or pro­
longed incapacity to work would help em­
ployed persons and their families to main­
tain their financial independence when they 
suffer these involuntary reductions in earn­
ings. It cannot be expected, however, that 
replacement of a part of customary earnings 
would be effective in enabling the population 
to meet the additional costs that are due to 

or. associated with sickness of the worker or 
n:embers of his family, or to meet needs for 
care which now are unmet. 

Gaps and inadequacies in existing meas­
ures for public health and the lack of sys­
tematic provisions for assuring access to 
medical services for all persons who require 
care inevitably cast direct or indirect burdens 
on all other branches of the social-security 
program. These gaps and inadequacies are 
reflected in costs of relief, in unemployment 
or underemployment-to which, in ordinary 
times, the worker in substar..dard health is 
particularly liable-and in earlier retirement 
than many persons would choose if they 
were physically able to continue worlt. The 
goal of full employment irr.plies not only job 
opportunities but also opportunities for all 
to achieve and maintain the health and vigor 
without which the individual cannot work 
effectively. The Social Security Board be­
lieves that provisions for health and medical 
care have an important place in any compre­
hensive and adequate program of social se­
curity. 

A BASIC MINIMUM PROGRAM OF SOCIAL SECURITY 

The purpose of a comprehensive program 
of social security is simple. Basically it is to 
enable the working population to maintain 
economic independence throughout the cycle 
of family life by distributing the return from 
labor over the periods in which breadwinners 
can earn and those in which they cannot. At 
any one time contributions made by the 
many who are subject to the risk are available 
to compensate the relatively few who at that 
time are suffering its impact. In addition, 
there must be systematic measures to assure 
the subsistence of persons who have not been 
able to share in social-security pro_visions 
based on work or who have met with extraor­
dinary individual catastrophes. 

It is not the aim of social security to pro­
vide a lifetime bonus. Social insurance rep­
resents, rather, a safeguard against economic 
hazards besetting the long road of self-sup­
port and family support, which is arduous 
and risky for most in any working generation. 
Among workers, as among a party of moun­
tain climbers, some at any moment will have 
a secure foothold, while others, except for 
the safety rope, would slip to disaster. Some 
persons in each generation are not able to 
share in gainful wqrk while some others at 
any given time will not have acquired an in­
surance stake commensurate with their in­
dividual needs. For these public assistance, 
representing the effort of the entire · popula­
tion, provides a secondary safeguard to the 
maintenance of personal and social integrity. 

The major functions of a program of social 
security are therefore to copa with wage losses 
arising from the interruption or cessation of 
earnings and to remedy deficiencies in the 
personal resources of individuals who lack 
the means of subsistence. Rights to insur­
ance stem from the individual's previous par­
ticipation in work; rights to assistance, from 
his current need. Since capacity and oppor­
tunity to work are the foundation of both in­
dividual and national security, public meas­
ures to prevent and care for sickness and to 
assure access to jobs are essential to organ­
ized programs of social security. 

The existence of opportunities for work is 
governed, of course, by basic economic factors 
beyond the scope and control of the social­
security system. Insurance and assistance 
payments facilitate the smooth and orderly 
operation of economic forces by augmenting 
purchasing power when and where it .is most 
needed. A comprehensive and flexible system 
of social security thus enables individuals 
and aids communities and the Nation as a 
whole to adjust to the changes and disloca­
tions which are inherent even in progress. 
When disaster threatens the system i.s all the 
more necessary. 

Progress under the Social Security Act has 
been more substantial than its proponents 
wou!d have dared to predict 8 years ago. The 
provisions of law and the process of admin­
istration have been tested through an arc of 
widely differing economic conditions in years 
of depression, recovery, and war. The objec­
tives of the program have been found in ac­
cord with the traditions and desires of the 
American people. Nearly all the principles 
incorporated in the original law and the 1939 
a:nendments have proved sound and worl~­
able. On the other hand, certain minor pro­
visions have been found cumbersome or de­
fective, and experience has demonstrated one 
major fault in the design of the prcgram. 
Certain gaps in its provisions, recogniz"d and 
postponed for later action by those who were 
responsible for the formulation of the pro­
gram, have become increasingly evident as it 
bas developed. 

No one can doubt that victory will bring 
sharp and sudden changes in all the factors 
in American life with which the social secu­
rity program is concerned. Whether that 
time comes sooner or later it is now none too 
soon to design and implement the social­
security provisions which will be needed dur­
ing the demobilization of war industry and 
the armed forces, later readjustments to 
peacetime conditions, and the more remote 
future. If the program is to fulfill the antici­
pations and expressed desires of those who 
look to it-on battle fronts abroad and in 
homes and factories within our own bor­
ders-such consideration is needed now. The 
following pages outline in brief and general 
terms the areas in which, in the opinion of 
the Board, the program must be extended, 
changed, or implemented if it is to play i:ts 
part now and in the years just ahead. 

SOCIAL INSURANCE 

A comprehensive system of social insurance 
would include provisions to compensate part 
of the involuntary loss of earnings experi­
enced by the working population for any com­
mon reason beyond the control of individual 
workers. Such reasons may be grouped into 
those which {;ause prolonged or permanent 
loss of earnings-old age, death, and perma­
nent disability of the wage earner, and those 
which cause more or less temporary intenup­
tion of earnings-unemployment and siclc­
ness. An approach to both types of risks is 
made under the Social Security Act through 
the provisions for old-age and survivors in­
surance and for unemployment compensa­
tion. In the opinion of the Board, the exist­
-ing measures need revision and extension. 
The act contains no provision for offsetting 
wage losses due to sickness and disability 
except those incurred in old age. 

UNEMPLOYMENT INSURANCE 

The course of events since Pearl Harbor has 
emphasized what had become increasingly 
evident in prior years-that employment and 
unemployment are no respecters of State 
lines. When the social security program first 
came under diEcusston, it was argued that 
establishment of State systems for unem­
ployment compensation would afford an op­
portunity for experimenting in different types 
of unemployment insurance and for adapting 
State systems to the widely varying economic 
conditions of the different States. It was 
also pointed out that the ·Federal-State sys­
tem itself should be regarded as an experi­
ment. Both the present world situation and 
the results of 4 years• full operation of all 
State programs now make it urgent to evalu­
ate experience. 

Serious administrative complexities are 
inherent in the present basis of operation 
because of the duplication of effort on the 
part of various Federal and State agencies 
concerned with the collection of contribu­
tions and maintenance of wage records for 
social insurance purposes. The multiple sys­
tem of tax collection is unduly costly in 



1944 CONGRESSIONAL RECORD-SENATE 
terms of public expenditures and expenses of 
employers for tax compliance. Nearly all es• 
tablishments are subject to Federal contri­
bution for old-age and survivors insurance, 
the Federal unemployment tax, and con­
tributions under one or more State unem­
ployment compensation laws. On the other 
hand, some small employers are not subject 
to the Federal unemployment tax, though li­
able for Federal old-age and survivors' insur­
ance contributions and unemployment con­
tributions under State law. A few are sub­
ject only to the last and not to any Federal 
tax. When an employer is taxable by both 
Federal and State governments, the respec­
tive coverage does not necessarily relate to 
the same employees or the same amounts of 
wages. An interstate employer may be re­
quired to make reports to several different 
States on different forms, under different in­
structions, and at different rates. He may 

' not be sure in which State a worker is cov­
ered. Triplicate tax collections must be 
made-by the Federal Government for the 
two Federal insurance taxes and by the State 
unemployment compensation agencies. Du­
plicating wage records are necessarily main­
tained by the Federal Government for pur­
poses of old-age and survivors insurance and 
by the State unemployment compensation 
agencies. 

Difficulties and conflicts in administration 
also result from the present division of re­
sponsibilities for unemployment insurance 
between the Federal Government and the 
States. Federal grants to States under the 
Social Security Act supply the total costs of 
"proper and ,efficient administration" of 
State laws. The State agency is responsible 
for administering the State law; it spends 
Federal money without responsibility for pro­
viding the funds. The Social Security Board 
must ascertain that the funds have been 
used in accordance with the terms of the 
Federal law, yet it lacks authority to pre­
scribe methods which have proved economical 
and efficient without infringing on the re­
sponsibility of the State. Appropriate dis­
charge of the responsibility of one agency al­
most inevitably confiicts with the responsi­
bility possessed by the other. 

Of greater importance is the increasing 
evidence that the Federal-State system re­
sults in great diversity in the protection af­
forded against the risk of unemployment. 
Development of unemployment inSUrance 
under the 51 separate laws of the States and 
Territories has resulted in serious discrep­
ancies in the adequacy of the provisions for 
unemployed workers in various parts of the 
country. It has also resulted in a segrega­
tion of insurance reserves under which there 
is a poss1bility that some States may become 
insolvent while other States have unneces­
sarily large reserves. The variations in con­
tribution rates now permissible under the 
Social Security Act through State provisions 
for experience rating place disproportionate 
burdens on employers in interstate competi­
tion and set a penalty on the efforts of any 
particular State to improve its benefit stand­
ards and a premium on measures to restrict 
payments to workers. · 

In the opinion of the Social Security Board, 
these and other discrepancies, complexities, 
and lucks h: the existing Federal-State pro­
gram all lead to a single conclusion-that the 
origin and ch:uacter of mass_unemployment 
and of measures to combat it are such that 
responsibility for unemployment insurance 
cannot safely be divided among 51 separate 
systems. Evidence accumulates daily on the 
extent to which the tides of employment and 
unemployment are governed by Nation-wide 
or world-wide conditions. The conditions of 
employment within the United States are and 
will be governed largely by circumstances 
which only the Federal Government can in­
fluence-for example, policies concerning the 
cancelation of war contracts and demobiliza-

tion of the armed forces. Because of the dif­
ferences in size and economic structure, the 
States are not equally sound financial units 
for unemployment insurance purposes. To 
insure payments of benefits to qualified un­
employed workers in any pa1·t of the coun­
try, reserves segregftted in 51 funds must be 
far larger, in the aggregate, than would be 
necessary if the total were available to pay 
benefits wherever the claims originated. 

The early discussion of adapting unem­
ployment insurance to the particular condi­
tions of a State overlooked the fact that vari­
ations in wage scales, types of industry, risks 
of unemployment, and other important fac­
tors are at least as great within States as 
among the 51 jurisdictions participating in 
the present program. A national system un­
der which benefits are a proportion of wages, 
as is the case under the Federal old -age and 
survivors insurance system, effects an auto­
matic adjustment of benefit payments to dif­
ferences in pay scales in different areas. 
Present difterences among the States in cov­
erage, benefit provisions, and assets avail­
able for benefits bear little consistent rela­
tion to underlying economic differences. 

The Board therefore is of the opinion that 
administration of unemployment insurance 
should be made a Federal responsibility in 
order to gear unemployment compensation 
effectively into a comprehensive national sys­
tem of social security. Only Nation-wide 
measures to counter unemployment can be 
effective when the need arises for swift and 
concerted action to harmonize insurance ac­
tivities with national policy during the 
change-over of our economic system to peace. 
At that time, any need for quick and unfore­
seen changes obviously can be met far more 
effectively by Nation-wide policy and by a 
single act of Congress than through the ac­
tion of 51 administrative aeencies and the 
necessarily cumbersome process of amending 
as many separate laws. , 

Even if the special stresses of post-war 
years were not impending, the Federal-State 
basis of the unemployment compensation 
program would have merited reconsideration 
and revision at this time. The actual course 
c< its operation during a relatively favorable 
period of years has given no indication, in· 
the opinion of the Board, that it possesses 
the advantages which it was hoped thus to 
achieve; on the contrary, experience has mar­
shaleq impressive evidence of its flaws and 
shortcomings. Incorporation of unemploy­
ment insurance in a unified national system 
of social insurance would result, the Board 
believes, in a program far safer, stronger, 
and more nearly adequate from the stand­
point of unemployed workers and the Nation, 
and would permit more economical and effec­
tive methods of administration. 

LOSSES AND COSTS OF DISABILITY 

Loss of earnings from permanent and total 
disability has been widely accepted in other 
countries, and under retirement plans in this 
country, as a risk par?-lleling loss of earnings 
in old age . The worker who is pefmanently 
disabled in youth or middle age is in very 
much the same situation as the worker in­
capacitated by age, except that his need for 
insuranc:) may be even greater because he 
has had less time to accumulate savings 
while his responsibilities for family support 
are likely to b; greater. The Board recom­
mends that insurance against permanent 
total disability be incorporated in the Fed­
eral system of old-age and survivors insur­
ance and extended to all covered by that 
system under provisions, including benefits 
to dependents, which would follow the gen­
eral pattern of this Federal program. 

Cash benefits for temporary sickness and 
the early period of disabilities which may 
later prove permanent would strike at an­
other serious cause of poverty and depend­
ency. The Board believes that s~ch provi· 

sion is a fea~ible and needed adjunct to the 
social security program. Compensation of 
disability would be most effective and also 
most readily administered if provisions for 
both types of benefits were coordinated, so 
that the worker who had received the maxi­
mum number of weeks of benefits for tem­
porary disability and was still incapacitated 
could continue to receive compensation, with 
appropriate adjustment of levels of benefits 
to the duration of disability. A 4Unified sys­
tem of disability compensation merits careful 
consideration. 

Costs of medical care, as has been pointed 
out, are a peculiarly appropriate field for in­
surance Pl'OVisions, since the problem does 
not lie in the average annual cost but in 
the uneven and unpredictable incidence of a 
risk to which nearly all the population is 
subject. These costs, as well as losses of 
earnings, constitute an important direct fac­
tor in causing dependency. Moreover, there 
is impressive evidence that the barrier of 
currently meeting costs of medical care keeps 
many individuals from receiving services 
which might prevent or cure sickness and 
disability and postpone death. From the 
standpoint of the general welfare and of safe­
guarding public funds for insurance, assist­
ance, and public services provided in depend­
ency, the Board believes that comprehensive 
measures can and should be undertaken to 
distribute medical costs and assure access to 
services of hospitals, physicians, laboratories, 
and the like to all who have need of them. 
For all groups ordinarily self-supporting, 
such a step would mean primarily a redistri­
bution of existing costs through insurance 
devices. It should be effected in such a way 
as to preserve free choice of doctor or hos­
pital and personal relationships between 
physicians and their patients, to maintain 
professional leadership, to ensure adequate 
remuneration-very probably, more nearly 
adequate than that in customary circum­
stances-to all practitioners and institutions 
furnishing medical arid health services, and 
to guarantee the continued independence of 
nongovernmental hospitals. 

THE NEED FOR PRESENT ACTION 

The security of a people rests upon all 
measures which enable individuals to live out 
their lives with personal satisfaction and in­
dependence-both those which protect the 
integrity and progress of the Nation as a 
whole and those which assure individual op­
portunities for health, education, work, and. 
personal freedom. The area of responsibility 
delegated to the Social Security Board is a 
small, though basic, part of this whole. The 
proposals here outlined represent, in turn, a 
practicable minimum basis for equipping our 
social insurance and public assistance pro­
grams to play their part in the years just 
ahead. 

It goes without saying that the American 
people prize most the security wrung from 
work and individual effort. Such effort and 
public and private action to assure the ut­
most expansion of work opportunities have 
been assumed throughout the preceding dis­
cussion as the foundation of all systematic 
measures for social security. These measures 
constitute, on the one hand, a device to aid 
the orderly progress of economic development 
and, on the other, a means of caring for eco­
nomic casualties. It would be as unrealistic 
to assume that such casualties will be lacking 
in the better peace we hope to achieve after 
this war as it would have been to send out our 
armed forces without provision for the men 
who are wounded or become sick or dis­
heartened under the stress of battle. As in a 
campaign of war, so in the campaign against 
insecurity it is not always possible to tell just 
where or when the greatest stress will come. 
We do know, however, the nature of the 
dangers which confront us and the general 
character of the weapons we can bring to bear 
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against them. To fall to have such weapons 
in readiness is to invite needless suffering 
and disillusionment among the millions in 
our fighting forces, our factories, farms, 
mines, shops, and homes. 

In the opinion of the Board, the- present 
time is singularly auspicious for strengthen­
ing and extending our system of social insur­
ance and assistance. With employment and 
earnings at record levels, millions of workers 
can and want to contribute toward making 
better provision for future contingencies in 
the form of social insuranc·e against sickneS3, 
d isability, unemployment, and old age. For 
many older ~orkers, such an opportunity may 
not come again. The additional savings 
which workers could make now in the form 
of social insurance contributions are of par­
ticular importance, since for those who suffer 
the risk, the protectio·n of insurance is far 
greater than that which they can make for 
themselves through individual savings, while 
all ·have potential protection. By creating a 
reservoir of future purchasing power, to be 
drawn upon where and when it is needed, the 
extension of social insurance to addi tiona! 
groups of workers and additional risks would 
add substantially to the Nation's resources for 
weathering the inevitable readjustments of 
the post-war years. At the same time, in­
creases in insurance contributions would 
lessen current inflationary pressures. The 
adjustment to higher contribution rates on 
the part of employers can be made far more 
readily now than at any time during the past 
decade and more or, so far as can be foreseen, 
in the years just following the war. A uni­
fied social insurance system would provide a 
comprehensive and flexible means of coordi­
nating policy and action in this field with 
other governmental measures and with na­
tional programs of business and industry in 
effecting the transition to peace. It would 
make it possible for workers and employers to 
underwrite future contingencies which other­
wise will have to be met, in many cases, 
through emergency aid. 

At the same time, provisions to ensure ade­
quate assistance to persons in need are 
urgently required. It is not now available ·in 
all parts of our country in even this period 
of wartime activity, and the end of the war 
may find many States hard-pressed to allevi­
ate distress in communities and among 
groups whose way of Ufe is suddenly changed, 
The recommendations of the Board envisage, 
primarily, methods of helping to improve 
J:evels of assistance in States which have small 
economic resources and to give ~he assistance 
program a needed flexibility through Federal 
grants to States for general assistance. These 
measures, the Board believes, are a necessary 
adjunct to even a comprehensive and well­
established social insurance system. They 
are the more necessary in view of the fact 
that, at best, a considerable part of our popu­
lation has had little or no opportunity to ac­
quire any insurance rights to cover the eco­
nomic risks common among workers' fami­
lies, while the post-war readjustment will 
bring many additional problems. 

It was not until 4 years after the Social Se­
curity Act became law in 1935 that unemploy­
ment insurance was in effect in all States in 
the Union, and more than 4 years before the 
first old-age benefits were payable. Wage 
records had to be set up, reserves accumu­
lated, and an administrative organization 
established. After some 8 years, not all 
States yet have all three assistance programs 
in operation. The process of establishing so­
cial provisions which affect the lives of mil­
lions of people is necessarily slow if progress 
is to be sound, well-considered, and economi­
cal. _ At the present time, the social security 
program is the richer for the past years of 
effort and has resources in experience, train­
ing, organization, and methods tested by ac­
tual operation. Even so, however, it will t ake 
time to effect whatever provision the Con­
gress finds desirable to correct past deficien-

cies and strengthen the program to meet fu­
ture stresses. Whether one believes that the 
war will end in 1 year or 5, the time in which 

-to build a stronger system of social security 
is short, in view of the character of the 
·changes, and readjustments we confront as 
individuals and as a people. 

THE REVENUE ACT 

The Senate resumed the consideration 
of the bill <H. R. 3687) to provide rev­
enue, and for other purposes. 

Mr. GEORGE. Mr. President, I ask 
that the Senate now proceed to the con­
sideration of the renegotiation title of 
the tax bill, beginning on page 154. 

The VICE PRESIDENT. Is there ob­
jection? The Chair hears none, and the 
clerk will state the first amendment un­
der title VII. · 

The CHIEF CLERK. On page 155, it is 
proposed to strike out lines 10, 11, and 12, 
as follows: 

(B) The terms "reprice" and "~epricing" 
include a determination by agreement or or­
der under this section of a fair price for per­
formance under a contract or subcontract. 

Mr. GEORGE. Mr. President, that 
language is stricken out because repric­
ing is considered in a separate title to 
the bill. 

The VICE PRESIDENT. Without ob­
jection, the amendment is agreed to. 

The next amendment in title VII will 
be stated. 

The CHIEF CLERK. On page 155, in line 
16, after the word ''excessive", it is pro­
posed to strike out the words "for the 
work and articles furnished.'' -

Mr. GEORGE. Mr. President, that 
amendment is intended as a clarifying 
amendment only, 

The VICE PRESIDENT. Without ob­
jection, the amendment is agreed to. 

The next amendment in title VII will 
be stated. 

The CHIEF CLERK. On the same page, 
in line 21, it is· proposed to strike out the 
word "raw." · 

Mr. GEORGE. That is a clarifying 
amendment, Mr. President. 

The VICE PRESIDENT . . Without ob­
jection, the amendment is agreed to. 

The next amendment in title VII will 
be stated. 

The CHIEF CLERK. On the same page, 
in line 24, after the word "production'' 
and the comma, it is proposed to strike 
out "and." 

The amendment was agreed to. 
The next committee am~ndment was, 

on page "156 in line 1, after the word 
"war", to strike out ''earnings" and to 
insert "earnings, and comparison of war 
and peacetime products." 

Mr. GEORGE. That is a peacetime 
amendment, Mr. President, to which 
there is no objection. 

The VICE PRESIDENT. Without ob­
jection, the amendment is agreed to. 

The next amendment to title VII will 
be stated. 

'I'he CHIEF CLERK. On page 156, after 
line 13, it is proposed to insert the fol­
lowing: 

(vii) financial problems . in connection 
with reconversion; 

(viii) whether the profits remaining after 
the payment of estim'ated Federal income 
and excess profits taxes ~ill be excessive. 

Mr. GEORGE. Mr. President, the 
committee is offering an amendment to 
tha/t amendment, which I will ask . to 
have stated. 

The VICE PRESIDENT. The amend­
ment to the amendment will be stated. 

The CHIEF CLERK. On page 156, line 
14, it is proposed to strike out "finan­
cial.'' 

Mr. GEORGE. That word, Mr. Presi­
dent, is stricken out by order of the 
committee. In determining excessive 
profits the committee required two fac­
tors to be considered which were not in 
the House bill. One factor to be consid­
ered was financial problems in connec­
tion with reconversion, and while this 
factor was not in the House bill, it was 
actually covered in the House report. 
Your committee believes that the word 
"financial" ought to be stricken, and the 
amendment to the amendment is offered 
for that purpose. 

Mr. TRUMAN. Mr. President, is it in 
order now to call up the substitute which 
I offered, and which now lies on the 
table. 

Mr. GEORGE. I think it would be in 
order, I will say to the Senator from 
Missouri. 

Mr. TRUMAN. Mr. President, I ask 
that the substitute amendment offered 
by me on behalf of myself and the Sena­
tor from New Mexico [Mr. HATCH] be 
now , consi'dered. It was submitted on 
January 19. In it a specific plan is out­
lined for reserves for reconversions. The 
amendment is a substitute for certain 
language in the committee amendment 
which is now pending. 

The. VICE PRESIDENT. The proper 
order is first to dispose of the amend­
ment to the committee amendment 
offered by the Senator from Georgia, and 
then to take up the substitute offered 
by the Senator from Missouri on behalf 
of himself and the Senator from New 
Mexico [Mr. HATCH]. 

Mr. -GEORGE. The Senator from 
Missouri is not objecting to striking out 
the word "financial"? 

Mr. TRUMAN. No, Mr. President. 
The VICE PRESIDENT. Without ob· 

jection, the amendment offered by the 
Senator from Georgi~ on behalf of the 
committee, to the pending committee 
amendment, is agreed to. 

Mr. TRUMAN. Mr. President, I move 
then to strike out lines 14 and 15 on. 
page 156, and that in lieu thereof there 
be substituted the language of the 
amendment offered by the Senator from 
New Mexico [Mr. HATCH] and myself on 
January 19. 

The VICE PRESIDENT. The amend­
ment offered by the Senator from Mis­
souri on behalf of himself_ and the Sen­
ator from New- Mexico [Mr. HATCH] will 
be stated. 

The CHIEF CLERK. It is proposed to 
strike out lines 14 and 15 on page 156--

Mr. TRUMAN. And to substitute the 
amendment offered by the Senator from 
New Mexico and myself. The last print 
of the amendment is the print of Janu· 
ary 19. · 

Mr. GEORGE. Mr. President, I re· 
quest that the clerk state the amend· 
ment. 
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The VICE PRESIDENT. The amend­
ment offered by the Senator from Mis­
souri on behalf of himself and the Sen­
ator from New Mexico will be stated. 

The CHIEF CLERK. On page 156, it is 
proposed to strike out lines 14 and 15, 
and in lieu thereof to insert the fol­
lowing: 

SEc. 131. Reconversion reserve. 
(a) Deduction for reconversion reserve: 

Section 23 (relating to deductions in com­
puting net income) is amended by inserting 
after section 23 (y) the following: 

"(z) Deduction for reconversion reserve: 
"(1) In general: The amount of the recon­

version reserve, if the taxpayer elects in his 
or its return to take such deduction. 

"(2) Definition: For the purpose of this 
code, reconversion reserve means an amount 
determined by the taxpayer not exceeding 20 
percent of the taxpayer's net income com­
puted without the benefit of this subsec­
tion." 

(b) Reconversion reserve bonds: This code 
is amended by adding a new subtitle at the 
end thereof, as follows: 

"SUBTITLE G--RECONVERSION RESERVE BONDS 

"SEc. 6000. Payment for reconversion 
bonds. 

"Every t axpayer who elects to take a de­
duct ion for reconversion reserve under sec­
tion 23 (z), shall, in the same manner and 
at the same times as though it were part of 
the tax, pay to the United States a'Ii amount 
equal to the amount of such deduction. 

''SEc. 6001. Issue of reconversion bonds. · 
"(a) Issue of bonds: Within 3 months after 

the payment by a taxpayer of the amount re­
quired. by section 6000 to be paid, the Secre­
tary of the Treasury is authorized and di­
rected to issue to and in the name of the tax­
payer bonds of the United States in an 
amount equal to such amount paid by the 
taxpayer under section 6000. 

"(b) Terms and maturity of bonds: The 
bonds provided for in subsection (a) shall be 
issued under the authority and subject to 
the provisions of the Second Liberty Bond 
Act, as amended, and the purposes for which 
bonds may be issued under such act are ex­
tended to include the purposes for which 
bonds are required to be issued under this 
section. Such bonds shall be payable on de­
mand at any time to and including but not 
after the last day of the eighteenth month be­
ginniRg after the date of cessation of hostili­
ties in the present war, shall bear no interest, 
shall be nonnegotiable, and shall not be 
transferable by sale, exchange, assignment, 
pledge, hypothecation~ or otherwise, except 
to a successor as defined in subsection (c) . 
Such bonds shall be designated r.: reconver­
sion bonds. If not redeemed by the maturity 
date fixed in this subdivision, said bonds shall 
become null and void and of no value. 

"(c) Definition of 'successor': For the pur­
poses of this section, the term 'successor' 
means such person or persons who succeed, 
either d irectly or through one or more other 
persons, to ownership of property of the tax­
payer, as the Secretary may by regulations 
prescribe. 

" (d) Date of cessation of hostilities in the 
present war: As used in this section, the term 
'date of cessation of hostilities in the present 
war' means the date on which hostilities in 
the present war between the United States 
and the Governments of Germany, Japan, and 
Italy cease, as fixed by proclamation of the 
President or by concurrent resolution of the 
two Houses of Congress, whichever date is 
earlier, or in case the hostilities between the 
United States and such governments do not 
cease at the same time, such date as may be 
so fixed as an appropriate date for the pur-
poses of this section. · 

"SEC. 6002. Special rules. 
.. (a) Increased net income: If the taxpayer 

pays a deficiency in tax as a result of an in­
crease in net income, then the amount of the 

reconversion reserve, the amount payable by 
the taxpayer under section 6000, and the 
amount of bonds to be issued under section 
6001, may be increa.sed accordingly, at the 
election of the taxpayer upon notice given 
in such form and within such time as the 
Secretary may by regulations prescribe. 

"(b) Decreased net income: .If an overpay­
ment of tax resulting from a decrease in net 
income is refunded or credited to the t ax­
p ::1yer, then the reconversion reserve shall be 
decreased by such sum, if any, as shall be 
necessary to bring it within_ the 20-percent 
limitation imposed by section 23 (z), and the 
taxpayer sh2!ll be entitled to demand and re­
ceive payment of an amount of the bonds 
previously issued. as provided in section 6001, 
equal to the amount of such decrease in the 
reconversion reserve, without including such 
amount lJl gross income as provided in sec-
tion 22 (m). · 

"(c) Reconversion bond proceeds included 
in gross income: Section 22 is amen ded by 
inser ting after section 22 (1) the following: 

"'(m) There shall be included in gross in­
come the principal amount of reconvl~rsion 
bonds (issued under section 6001) paid to the 
t axpayer during the taxable year, except in 
the case referred to in section 6002 (b) (re­
lating to decreases in net income).' 

"(d) Effective date: The amendments made 
by this section shall be applicable with re­
spect to taxable years beginning on and after 
January 1, 1943." 

Mr. TRUMAN. Mr. President, on Fri­
day of last week, I read into the RECORD 
a complete explanation of the proposed 
amendment offered on behalf of the Sen­
ator from New Mexico [Mr. HATCH] and 
myself. It proposes to give the taxpayer 
permission to set aside, out of his gross 
taxes, 20 percent of the gross tax amount 
which he would pay in the years 1942 
or 1943, and to put that amount into non­
negotiable, non-interest-bearing bonds­
he could make use of an amount Up to 20 
percent for that purpose-to be used 
exclusively for reconversion after the 
cessation of hostilities. 

We made a survey of approximately 
100 companies. We have had replies 
from approximately 86 of them, as I re­
call, in which replies it is stated that 
they are going to need funds amc1mting 
all the way from $150,000,000 down. 
More than half of them did not know 
what they would need or whether they 
would need anything. 

The amendment simply would give the 
taxpayer the option to set aside a re­
conversion fund if he so desired. It 
would leave the money in the Treasury 
of the United States; and if it were not 
used for the purpose for which it was 
intended, it would go back into the 
Treasury. • 

The tax collector would not lose any 
funds because of the amendment, except 
if the taxpayer decided that he needed 
a certain amount of money for reconver­
sion purposes, up to 20 percent of the 
gross taxes during tfiese taxpaying 
years, he could use it for those purposes 
after the cessation of the war. If he did 
not use it, as I say, it would go back into 
the Treasury, and would stay there. If 
he did use it, it would help in a situation 
in which we are all interested, so that 
he would have a fund wHich would help 
him in the reconversion process during 
the years following the war. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. TRUMAN. I yield. 

Mr. TAFT. Let me inquire whether 
the Senator estimates what the reduction 
of taxes iri the year 1944 would be, if the 
amendment were agreed to. 

Mr. TRUMAN. There would not be 
any, because the money would stay in 
the Treasury, anyway, unless it were used 
for the purpose described. 

Mr. TAFT. Perhaps the Senator mis­
understands me. As I understand the 
amendment, the result would be that a 
corporation could deduct up to 20 per­
cent of its gross income, to be used for 
post-war reserves. 1 

Mr. TRUMAN. At the option of the 
taxpayer. But as a result of a survey of 
more than 100 companies, with returns 
coming from more than 86 of them, more 
than half of them said they did not know 
whether they would need such a reserve, 
or, if they did·, how much they would 
need. The amendment would give them 
a chance to use such a reserve if they 
should need it. 

Mr. TAFT. Yes. But, on the other 
hand, I notice that the amendment pro­
vides for the deduction of 20 percent of 
net income, which, as so figured, would 
be used as reconversion reserves. 

Mr. TRUMAN. No, Mr. President; I 
think the Senator misunderstands the 
amendment. The taxpayG would be al­
lowed to deduct 20 percent of the amount 
of the tax which he would pay for those 
years, not 20 percent of his income. 

Mr. TAFT. Twenty percent of the 
amount of the tax? 

Mr. TRUMAN. Yes; 20 percent of the 
amount of his ta:x:, not 20 percent of his 
income. 

Mr. TAFT. Then, of course, he would 
not pay so large a tax. 

Mr. TRUMAN. Of course not; but 
practically all Members of the Senate 
are endeavoring to arrive at some means 
of providing for reconversion. 

Mr. TAFT. I ask the Senator if he can 
inform us what is his estimate of the ' 
amount of the tax the taxpayers would 
not pay? 

Mr. TRUMAN. If every taxpayer who 
. had been in war work were to take ad­
vantage of the situation provided by the 
amendment, for reconversion purposes, 
the result probably would amount to a 
billion or two billion dollars. I have made 
no estimate regarding it. 

Mr. TAFT. Mr. President, I myself 
would estimate that in the year 1944 it 
would mean a possible loss of taxes to 
the Federal Government of $3,500,000,000. 
Some of that would be recovered after 
the war, of course. However, the . net 
result-and I assume that the amend­
ment now under discussion is the 
printed amendment which was submitted 
by the Senator on January 19--

Mr. TRUMAN. That is correct. It was 
rewritten to comply with the tax set-up. 

Mr. TAF·T. The amendment would 
allow the additional deduction of net in­
come, as follows: 

The amount of the reconversion reserve-

Which is defined as-
Reconversion reserve means an amount de­

termined by the taxpayer not exceeding 20 
percent of the taxpayer's net income com• 
puted without the benefit of this subsection. 

The total income of all corporations ii;l 
1944 is estimated to be $25,000,000,000, so 
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that the total deduction from income 
which might be made under the Senator's 
amendment would be $5,000,000,000. Of 
course, I do not know whether the total 
deduction would be made. The Senator 
has said he does not think the total 
amount would be availed of. But I think 
it would be availed of by every company 
which could possibly avail itself of it 
because presumably after the war the 
tax rate will be lower. 

So if $5,000,000,000 should be deducted 
from the net income, inasmuch as the 
average rate at which corporations are 
paying today is approximately 70 per­
cent, the maximum actual reduction in 
taxes which would show up in the pres­
ent budget of the account of receipts and 
disbursements of the Government would 
be $3,500,000,000. That is approximately 
a billion and a quarter dollars more than 
the whole amount of taxes which will 
·be produced by the pending tax bill. I 
do not -see how we could make that 
change in our current set-up, and have 
any tax bill left. I have no doubt the 
Treasury would far . prefer to have the 
tax bill vetoed, and disposed of in that 
way, rather than to have it result in a 
net reduction of a billion and a half 
dollars in taxes. 

Mr. TRUMAN. Mr. President, the 
Senator from Ohio and nearly everyone 
else with whom I have been in touch 
have been endeavoring to find some 
means of meeting the reconversion prob­
lem which will have to be faced after the 
emergency of the war period is over. 
Some practical way inust be found by 
which to meet it. The amend-ment re­
ported by the Finance Committee vir­
tually would set up another tax au­
thority in respect to the renegotiation of 
contracts. I qo not think any other tax 
authority in addition to the one we have 
should be set up; and I think a common­
sense approach to this whole matter will 
convince the Senator, if he will carefully 
study the amendment the Senator from 
New Mexico and I have offered, that it 
is an approach which can be made with­
out costing the Government an uncon-

. scionable amount of money, either in 
taxes or in any other way. I do not 
agree with the S€nator's statement that 
we would lose a great deal of money by 
the program suggested by the amend­
ment. 

Mr. TAFT. Mr. President, will the 
Senator further _yield? 

Mr. TRUMAN. I yield. 
Mr. TAFT. I quite agree with the 

Senator about renegotiation, although 
I do not care to enter into a discussion 
of it at the present t ime. But I do 
not think the statement that corpora­
tions will have no reserves left for post­
war conversion is quite correct. Even 
after paying the very heavy taxes we 
have levied, corporations made a net in­
come of $5,000,000,000 or $6,000,000,000 
in 1937 or 1938. 

Mr. TRUl\1:AN. How many corpora­
tions have a net income of $5,000,000,000 
or $6,000,000,000? 

Mr. TAFT. I am speaking of all the 
corporations in the United States. 

In 1942, even after the payment of 
taxes, the corporations had still remain­
ing $8,500,000,000. 

In 1943, it is estimated they will have 
$9,3GO,OOO,OOO, after taxes. 

In. l944, it is estimated they will have 
$10,400,000,000. 

I am not quite certain whether those 
figures take into account the increase in 
corporation taxes which will be imposed 
by the pending bill. 

Nevertheless, there is an answer to 
that, which is that some of the funds are 
invested in additional land. That is quite 
true. Of course, a great deal of those 
funds is not in the form of cash, but 
largely in the form of corporation ac­
counts receivable as against the Govern­
ment, or in inventories, or in other cur­
rent items. It is vitally important that 
the Government set up a method for the 
termination of contracts, so that all such 
assets will be converted into cash im­
mediately after the war. But even if 
they. are converted into cash immedi­
ately after the war, I do not think the 
amount of the net profit actually in­
vested in bricks and mortar is such that 
it will very materially reduce those sums. 

I realize that I am speaking in aver­
ages, but the Senator is also speaking 
in averages. I feel that it is vitally im­
portant that corporations have sufficient 
cash after the war to go ahead; I feel 
that it is vitally important that we pro­
vide the methods by which they can fi­
nance their post-war operations. 

Mr. TRUMAN. Not only corporations 
but partnerships and individuals ought 
to be taken care of. 

Mr. TAFT. It seems to me that the 
result of the tax law is such that most 
corporations will have reserves without 
the aqditional provision made by the 
Senator's amendment. 

Mr. DANAHER. Mr. President, will 
the Senator yield? 

Mr. TRUMAN. I yield. 
Mr. DANAHER. I should like to under­

stand fully the proposal of the Sen­
ator from Missouri. I find myself pres'­
ently disconcerted by what I think he 
said to the Senator from Ohio. As I 
understood the Senator from Missouri, 
he said that 20 percent of the tax would 
b3 available for the purpose of reconver­
sion. 

Mr. TRUMAN. That is correct. 
Mr. DANAHER. The language of the 

amendment which is before the Senate 
provides that the taxpayer may take, 
in non-interest-bearing, nonn~gotiable 
bonds, 20 percent of his net income com­
puted without the benefit of this section. 

Mr .. TRUMAN. He may set aside that 
amount in non-interest-bearing, nonne­
gotiable bonds, the money for which re­
mains in the Treasury all the time. 
When he takes it out for the purpose of 
reconversion, it goes back into his in­
come for the particular year, within 18 
months after the conclusion of hostili­
t ies, and he must pay a tax on it if he 
dces not use it for reconversion, the same 
tax he would otherwise have to pay any­
way. 

Mr. DANAHER. Does the Senator con­
template that the taxpayers' net income 
would be computed before or after pay­
ing the corporation income tax? 

Mr. TRUMAN. Net income, of course, 
is after he has paid his taxes, and after 

renegotiation. Net income- means just 
what it says-after he pays his taxes. 

Mr. DANAHER. After taxes? 
Mr. TRUMAN. Yes. 
Mr. DANAHER. And after renegotia­

tion? 
-Mr. TRUMAN. Yes. That is his net 

ir..come. It can not be computed in any 
other way. 

Mr. DANAHER. There are many ways 
cf computing ft. The term -"net" may 
mean before taxes, and hence be net 
subject to tax. 

Mr. TRUMAN. That is not the inten­
tion. 

Mr. DANAHER. I merely wished to 
find out what the Senator had i.n mind. 

Mr. TRUMAN. I had in mind an ap­
proach to reconversion which would 
work practically without cost ing the 
Federal Government anything in t axes if 
the funds were not used for the pur­
poses intended. 

Mr. DANAHER. We are all sympa­
thetic with the desire of the Senator 
from Missouri to provide some post-war 
reconversion fund. It is one of the most 
important pro.blems confronting the Fi­
nance Committee. 

Mr. TRUMAN. That is correct. 
Mr. D.t\NAHER. lt has been discussed 

in every possible phase. I am merely 
seeking to understand what the Senator 
is driving at. I thank the Senator. 

Mr. HATCH. Mr. President, will the 
Senator yield? 

Mr. TRUMAN. I yield. 
Mr. HATCH. I should like to say a 

word in response to some of the ques­
tions which have been asked about this 
plan. -

This plan is not original with either 
the Senator from Missouri or myself. 
In fact, I do not know who originated 
it. It is the result of study by a num­
ber of persons. At the time our commit­
tee was studying the whole subject of 
renegotiation this plan was submitted. 
We had ni::.:0assed other plans. We real­
ize, as I think everyone else realizes, 
that the problem of reconversion is a 
most serious one, and that we ought to 
tal{e whatever proper and legitimate 
steps we can take now to provide for 
some method of reconvertin& from a 
wartime to a peacetime economy. 

After considerable study we concluded 
that this plan offered the most feasible, 
practical, and almost automatic, self­
executing method that has been sug­
gested. 

Briefly, the plan would permit the tax­
payer to take 20 percent of his total tax 
payment in nonnegotiable bonds. By 
that method the Government would 
actually receive the cash from the tax­
payer. The Government would have the 
benefit, for the war effort, of the cash 
paid during the designated period of 
time. The taxpayer would receive non­
negotiable bonds up to 20 percent of this 
tax, which he would have to surrender 
for redemption within 18 months after 
the cessation of hostilities. If he did not 
do so, automatically, the money and the 
bonds would be~ome the property of the 
United . States. The taxpayer would 
have no further claim to them. But if 
the bonds were redeemed and the tax­
payer took the cash within the period of 
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18 months, the money would have to be ' . Mr. DANAHER: Of course, there is 
used for reconversion. p11rposes.. It this to be said: I believe the Senator will 
would have to be accounted for in his tax concede that at the present time the 
return for that period. If it were used · Government's need for revenue is des­
for purposes of reconversion, as expenses, perate. If we withdraw from taxes and 
of course the taxpayer would be entitled from present use by the Government a 
to a deduction; but if it were not used for large sum of money, in the post-war 
that purpose, he would pay a tax on it in period, when corporations are unable to 
that year, at whatever rate might be earn anything comparable to what they 
effective. now earn, the Government will still con-

There is one danger in the plan.· The front the problem of funding the de­
Senator from Ohio [Mr. TAFT] men- mands for reconversion. 
tioned it a while ago. The Government Mr. HATCH. The Senator must bear 
might lose some money by this process. in mind that this plan is altogether 
If in that year, whenever it might be, the optional with the taxpayer. It has been 
tax rates were lower than they are now, suggested that every taxpayer would 
then the taxpayer who did not use the tg,ke advantage of it. I am not so sure 
money for reconversion purposes would that that would be the case. The study 
get the benefit of the lower rate. which we have made of the various com-

Mr. TAFT. Mr. President, will the panies does not indicate that it would be. 
Senator yield? I think the Sun Oil Co. replied that it 

Mr. TRUMAN. I yield. <lid not think it would need any money 
l\1r. TAFT. Of course there is one at all for post-war reconversion. Gen­

further condition. Not only would the eral Motors, Ford, and others will need 
taxpayer pay a lower tax if the tax rates great sums. I am not sure that every 
were lower, but if he should not happen corporation would tal{e advantage of it, 
to make any profit that year-which is because it does have its dangers as well 
exceedingly likely-he would not have to as its advantages to the taxpayer. 
pay any tax at all, and he would never Mr. FERGUSON. Mr. President, will 
have to pay a tax on the reconversion the Senator yield? 
fund. Presumably his profits will be · Mr. TRUMAN. I yield. 
very much smaller after the war, and Mr. FERGUSON. could individuals 
therefore he may not have to pay any take advantage of this provision? 
tax at all. 

Mr. HATCH. Under the terms ·of the Mr. TRUMAN. It is for the benefit of 
all taxpayers. ' . 

amendment, this sum would have to be Mr. FERGUSON. Would it be possi.:. 
returned for taxation. 

Mr. TAFT. Yes; but suppose the tax- ble for an individual who wanted to re-
payer had a net loss that year, which is duce his tax in some · future year to 
more than probable. The year after the take advantage of this provision even 

h . . though he did not intend to reconvert 
war, w en reconversiOn IS in progress, a t'rom a war to a peacetime operation, 
taxpayer may have no actual business 

hil h · t· c and thereby, as the Senator from Ohio 
w e e Is reconver mg. onsequently [Mr. TAFT, has pointed out, benefit by 
he will have a loss, and he will be able 
to balance the proceeds· of the bonds avoiding payment of any tax because of 
against the loss, and will not have any a loss in that year, or a reduced tax 
tax at all to pay. because of the change in the tax rate? 

Mr. HATCH. The Senator from Mis- Is there that loophole ·in the amend-
souri has just suggested, while the Sen- ment? . 
ator from Ohio was speaking,'that if the Mr. TRUMAN. I do not think so. I 
:taxpayer had a loss he certainly would think that unless he used the recon­
need the reserve at that time to keep him version bonds for the purpose for which 
in business and keep from going broke. they were intended, he would lose the 
It might be very beneficial to the Gov- whole amount becau::;e it wol'Jd remain 
ernment to have him do so. in the Treasury, He would have to use 

The Senator has pointed out two dan- it within the 18-month period immedi­
gers, namely, the possibility of entire loss ately following cessation of hostilities. 
of income, so that no tax would be paid, Mr. FERGUSON. Would he have to 
and the further possibility of a reduced demonstrate to the Govern.ment before 
rate. Those are really the only two receiving the money that he intended 
dangers. to use it for reconversion to peacetime 

In my judgment, this plan provides a industry or would he receive the money 
method which does not require any large anyway? 
organization in the revenue department. Mr. TRUMAN. It is the period of use 
It is automatic and self-executing, and which determines. There is nothing 
I think it is worthy of most serious study in the amendment which would force 
by this body. The Senator from Mis- him to use the money for reconversion. 
souri and I first suggested it last Sep- Mr. FERGUSON. Must he demon­
tember in some remarks on the floor of strate to the Government that he is 
the Senate. At that time it was thought 
that, being a revenue measure, it should going to use it for reconversion, or may 
originate in the House, so we did not of- he obtain. the money and then make a 
fer it. we offered it as an amendment return showing that he has or has not 
to the revenue bill. used it for that purpose? 

I think it is of first importance to de- Mr. HATCH. He first obtains the 
vise some feasible, practicable plan. money and then makes the return. 
This is the best one we have found. Mr. FERGUSON. He first obtains the 

Mr. DANAHER. Mr. President, will money and then makes the return show-
the Senator yield? ing whether or not he has used it for re-

Mr. TRUMAN. I yield. conversion?. 

· Mr. HATCH. If the money is not used 
for reconversion purposes, he must pay a 
tax in the full amount. 

Mr. FERGUSON. If he received the 
money in that particular year. 

Mr. HATCH. Yes. 
Mr. FERGUSON. So that would allow 

an individual to reduce his tax. If he 
had a large income tax this year and he 
anticipated that during the 18 months 
after the war he would have a small in­
come, he would benefit under this provi­
sion. 

Mr. HATCH. It could work out that 
way and it might work out the other way. 
It would be a matter of speculation. 

Mr. TRUMAN. Mr. President, I wish 
to correct a statement which I made to 
the Senator from Connecticut a moment 
ago. I have reread the section and I 
note that it refers to net income before 
taxes and before renegotiation. I made 
an incorrect answer to the Senator and 
I wish to correct it. . 

Mr. DANAHER. I thought the Sen­
ator meant what he has now stated. 

lVIr. TRUMAN. That is correct. 
Mr . GEORGE. Mr. President, has the 

S2nator from Missouri concluded? 
Mr. TRUIVIAN. I have concluded. 
Mr. GEORGE. Mr. President, I pre­

pared a speech for delivery at Chicago 
and did not deliver it because Pearl Har­
bor intervened. I canceled the engage­
ment and did not appear there because 
on that date Japan began her unholy war 
against us. 

I suggested and have repeatedly urged 
on the Treasury a post-war reserve. I 
make this explanation because I do not 
want to oppose what the distinguished 
Senators have in mind in offering this 
amendment. I have suggested that in 
computing his taxable income any tax­
payer should have a right to deduct not 
to exceed 15 percent of his income pro­
vided he put it into non-interest-bearing, 
non-negotiable bonds, and provided, also, 
he paid a. capital-gains tax on the amount 
deducted. The matter has been dis­
cussed frequently with representatives of 
the Treasury. The Treasury did not ap­
prove of it. I still believe that a sound 
post-war program can be worked out on 
that basis, and I regret that we have not 
done so. 

However, the proposal contained in the 
pending amendment strikes me as being 
quite different because it applies both to 
individuals and corporations-to all tax­
payers. The amount of taxes which it 
is estimated will be paid this year by tax­
payers after the pending bill becomes law 
is approximately $18,000,000,000 in the 
case of individuals, and approximately 
$15,000,000,000 in the case of corpora­
tions, or a total of about $33,000,000,000. 
If the amount on which those taxes are 
based is reduced by 20 percent it is easy 
enough to see that the total collections 
will be reduced by about $6,600,000,000. 

It is true that 18 months after the war 
the taxpayer would make a return on the 
proceeds of his bond which, in the mean­
time, would bear no interest. It would 
be taken up in his ordinary income, and 
the tax then paid upon it. That would 
leave the Treasury exposed to the immi­
nent and almost certain danger that the 
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rates would have changed from the pres­
ent high rates, and that losses by many 
taxpayers, both individuals and corpora­
tions would have occurred, the taxpayer 
passi~g out of the taxpaying status into 
a nontaxable status. It would be too 
hazardous a program to adopt on the 
basis suggested in this amendment. 

The Ways and Means Committee of 
the House considered the question of 
post-war reserves. They gave it earnest 
consideration. In their report they in­
dicate their purpose to pursue the study. 
I am hopeful that something may yet be 
adopted before the termination of the 
war which will be a help to an organi­
zations and individuals in the country by 
way of post-war reserve. However, I 
think this amendment would certainlY 
so destroy the revenue from the stand­
point of the Treasury as to make the 
adoption of the amendment most inad­
visable, and I therefore oppose it. 

I have this to say, Mr. President: It 
is an absolute necessity that the present 
high rates come down before the_ expira­
tion of 18 months after all hostilities have 
ceased. Otherwise the country will be 
impoverished. In my opinion there is no 
shadow of doubt on that .question. After 
the war ends corporations cannot pay a 
normal tax of 40 percent and an excess­
profits tax of 95 percent. Also, there is 
no chance that the high rates on indi­
viduals, reaching 90 percent, can stand 
without breaking the economy of the 
country after the war has come to an end. 
I am not theorizing. I am simply ms.k­
ing a statement, and it does not matter to 
me who takes a contrary view; I know 
that unless the rates come down we shall 
have a bankrupt country. Our economy 
will be shattered to the very bottom. I 
think all in America, except some people 
who merely theorize. know it. 

Under this amendment the Treasury . 
could be exposed both ways. It would 
lose taxes for the war years and have 
bonds outstanding which would have to 
be paid when the bonds were presented. 
It is also certain that many of our tax­
payers, individual and corporate, will not 
all be taxpayers 18 months after the war 
ends. How many of them will be I do 
not know; but certainly they will not all 
be taxpayers, and if they have become 
insolvent and have no taxes to pay ex­
cept the tax due on these bonds, it is 
obvious that their taxes will be very 
greatly reduced. They will be in lower 
brackets, and the Treasury will suffer an 
enormous loss. 

I want it understood that I have long 
advocated with all seriousness the prin­
ciple and the objective involved in the 
amendment. 

Mr. TRUMAN. Mr. President, will the 
distinguished Senator yield? 

Mr. GEORGE. I yield. 
Mr. TRUMAN. I am very happy over 

the attitude of the Senator from Georgia. 
I want to say that if the country will be 
busted after this thing is over it seems 
to me that the creation of a reserve of 
some size such as we are proposing here 
would militate toward preventing that 
very disaster from taking place. · 

Mr. GEORGE. I think it would. 

Mr. TRUMAN. And we could then 
continue to collect the tax at a rate 
which would meet the indebtedness of 
the country. 

What the Senator from New Mexico 
EMr. HATcH] and I are aiming at is some 
practical means by which we can accom­
plish that purpose, because all the cor­
porations, individuals, and partnerships 
that have been converted from peace­
time production to wartime production 
have had but one customer with an inex­
haustible pocketbook. They will not have 
that customer after the war emergency 
is over. They will have to convert to 
peacetime production, and unless they 
have some means of meeting the recon­
version and .getting on their feet while 
their customers are coming back to them 
we are going to have a bankrupt country. 

Mr. GEORGE. What I said about a 
bankrupt country, Mr. President, was on . 
the theory that the maintenance of inor­
dinately high taxation will break any 
country after the war is over. I have the 
utmost sympathy with the objective of 
the amendment, but I think it would be 
unwise to adopt it. 

I did not finish all I intended to say 
about the House committee's program. 
It is intended that the question of re­
serves will be given further study, and it 
is hoped that during this year provision 
may be made for the setting up of re­
serves, but, on the basis here suggested, 
I think it would be too hazardous an 
underta~ing. I hope the amendment will 
not be agreed to. 

The VICE PRESIDENT. The ques­
tion is on the amendment offered by the 
Senator from Missouri [Mr. TRUMAN] on 
behalf of himself and the Senator from 
New Mexico [Mr. HATCH]. [Putting the 
question.] The Chair is unable to deter­
mine from the volume of the response 
whether the "ayes" or the "noes" have 
it. 

Mr. TRUMAN. I ask for a division. 
Mr. GEORGE. Let us have a division. 

That is the best way to settle it. 
On a division, Mr. TRUMAN's amend­

ment was rejected. 
The VICE PRESIDENT. The ques­

tion is on the committee amendment as 
amended. 

Mr. ANDREWS. I h.ave ·an amend­
ment which I ask to have stated. 

The VICE PRESIDENT. The amend­
ment will be stated. 

The LEGISLATIVE CLERK. On page 156, 
after line 18--

Mr. GEORGE . . Mr. President, we 
have not taken up that amendment as 
yet. . 

The VICE PRESIDENT. Will the 
Senator from Florida withhold his 
amendment for a moment? The ques­
tion is on agreeing to the committee 
amendment as amended. 

The amendment as amended was 
agreed to. 

The VICE PRESIDENT. The clerk 
will state the next amendment of the 
committee. 

The LEGISLATIVE CLERK. On page 156, 
after line 15, it is proposed to insert: 

(viii) whether the profits remaining after 
the payment of estimated Federal income 
and excess-profits taxes will be excessive. 

Mr. GEORGE. I desire to make a 
brief statement. Another factor which 
your committee thought might well be 
considered in arriving at excessive profits 
is whether the profits remaining after 
the payment of estimated Federal income 
and excess profits taxes will be excessive. 

While your committee did not believe 
it is mandatory upon the Board or the 
court to determine excessive profits after 
payment of estimated Federal income 
and excess-profits taxes, it is believed 
that the fact that a contractor does have 
to pay heavy income and excess-profits 
taxes is a factor which the Board or the 
courts might want to consider in review­
ing its final resJ,llt. 

It is not meant by such provision that 
the Board or the courts must always 
leave a profit after taxes which the con­
tr::wtor earns in the pre-war years. 

In short, Mr. President, this amend­
ment simply means that in reviewing 
the final result, the Board shall give some 
consideration to whether or not the 
amount of profits left after taxes are ex­
cessive under all the circumstances. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment on page 156, line 16. 

The amendment was agreed to. 
The LEGISLATIVE CLERK. On the same 

page, at the beginning of line 19, to strike 
out "(vii)" and insert "<ix) ." 

Mr. ANDREWS. Mr. President, my 
amendment comes in at that point. 

The PRESIDING OFFICER. The 
amendment offered by the Senator from 
Florida will be stated. 

The LEGISLATIVE CLERK. On page 156, 
after line 18, it is proposed to .insert the 
following: 

(ix) upon request of the contractor or 
subcontractor, the losses sustained by such 
contractor or subcontractor in the perform­
ance of work or furnishing of supplies for or 
to any department, agency, or bureau of the 
Government, whether or not such depart­
ment, agency, or bureau is specifically men­
tioned in this act: Provided, however, That 
such losses shall be confined to losses sus­
tained since April 28, 1942. 

Mr. ANDREWS. Mr. President, that 
amendment is independent of the com­
mittee amendment which is above in 
paragraph <viii). I assume that the Sen­
ate will want to dispose of paragraph 
(viii) before it takes up my amendment. 
In other words, the committee amend­
ment to paragraph <viii> is now before 
the Senate. The amendment I offer fol­
lows that and has nothing to do with 
(viii). . 

The VICE PRESIDENT. Subdivision 
(viii) has already been agreed to, and 
the question is on the amendment of the 
Senator from Florida. 

Mr. ANDREWS. Mr. President, I 
should like to make a brief explanation 
of the reason I think the amendment 
ought to go into the bill at this place. 

It is my belief that the amendment to 
the renegotiation title of the bill which 
I have just submitted should be adopted 
in order to cure and prevent injustices 
arising from the failure of the Board to 
consider and allow for losses sustained 
by contractors on contracts with agen-
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cies other than those specifically men­
tioned in the bill. 

For example, under contracts with the 
War Department a contractor- erects 
buildings on a War Department reserva­
tion. Under contracts with the Federal 
Housing Authority the contractor erects 
buildings on the same or another War 
Department reservation. On the War 
Department contracts, the contractor 
realizes a profit, whereas on the Housing 
Authority contracts, he suffers a severe 
loss, which loss was admittedly not his 
fault, or due to his negligence. 

In determining alleged excessive prof­
its on the War Department contracts, the 
Board refuses to consider and allow for 
the losses on the Housing Authority con­
tracts, on the ground that it is without 
authority to do so because the Housing 
Authority is not one of the agencies men­
tioned in the law. And the Board re­
fuses to make these adjustments, not­
withstanding the fact that under the 
law as it exists, the Board enjoys broad 
discretion in the matter of the factors 
which it may consider and apply in de­
termining excessive profits. 

Assuming, for example, that the Board 
determines excessive profits of $100,000 
on War Department contracts and 
the contractor suffered a loss of $100,000 
on Housing Author;_ty contracts, it would 
be unfair for the Board to recoup $100,000 
on the War Department contracts and 
to leave the contractor with his loss of 
$100,000 on the Housing Authority con­
tracts. Such a result is patently unjust, 
in that the United States will get thf; 
buildings erected for the War Depart­
ment at cost-plus profit, as determined 
by the Board, and it will_ get the build­
ings erected for the Housing Authority 
at less than cost, and to the contractor's 
severe loss. Such a result is indefensi­
ble in that it makes of the UniteL: States 
a profiteer· under the protection of a 
right to avoid excessive profits on its war 
necessities while making excessive prof­
its because of the very same war con­
ditions. 

The bill now sets forth certain fac­
tors which the Board must consider in 
reaching its determination of excessive 
profits. Among such factors is factor 
ix on page 156 of the bill, which pro­
vides that the Board must consider such 
other factors the consideration of which 
the public interest and fair and equita­
ble dealing may require. To some it 
might appear that said factor ix would 
afford ample authority to the Board to 
consitler and allow for the losses on the 
Housing Authority contracts in reaching 
its determination as to excessive profits 
on the War Department contracts. But 
the bill, like the law, does not mention 
the Federal Housing Authority as well 
as many other agencies and departments 
of the Government. Since the Board, 
notwithstanding the broad discretion 
enjoyed by it under the law as it stands, 
holds that it is without authority to con­
sider losses sustained on contracts with 
ageneies which are not mentioned in the 
law, it seems clear that it will refuse to 
consider such losses as a factor under 
the bill, and for the same reason. 

Assuming, however, that the Board 
will, when the bill shall be enacted, con-

sider such losses under "factor ix," or one 
of the other factors, it is rather certain 
that it will not consider such losses in­
curred prior to the enactment of the bill 
or, at least, prior to July 1, 1943. 

The amendment I offer contains the 
words "upon request of the contractor or 

. subcontractor" merely to place the bur­
den on the contractor to present and 
prove such losses so to be considered by 
the Board. It rurther provides for the 
consideration of such losses incurred 
since April 28, 1942, because that is the 
date of the original Renegotiation Act; 
because it insures against any contention 
that Congress did not intend the relief 
to be retroactive; and because it is not 
conceivable that Congress ever really in­
tended, or that it now intends, that such 
losses should not be considered and al­
lowed for in reaching a determination of 
excessive profits. 

Mr. President, I think I have explained 
the reasons why my amendment should 
be agreed to. In my opinion it would 
be only a matter of justice to adopt the 
amendment. If Senators desire, I can 
point to a particular instance where the 
situation I have been discussing pre­
vailed. A contractor entered into a con­
tract to construct buildings, under one 
authority on a reservation for the Army, 
and on another portion of the same res­
ervation another building for another 
agency. In one instance he incurred a 
severe loss, through no fault of his own. 
It was because he could not get material, 
the Government did not grant him prior­
ities for material, and because, as a re­
sult of the Government changing a labor 
zone, labor conditions were made differ­
ent in that section of the country. Yet 
when the authorities came to settle with 
the contractor they said, "You will have 
to take your losses on one contract and 
make out with what you made on the 
other." Contractors cannot remain in 
business, and the Government cannot ob­
tain the services of people, if that kind 
of a policy is to be pursued. 

Mr. President, I ask that the amend­
ment be agreed to. 

Mr. GEORGE. Mr. President, I must 
oppose the amendment, and I merely 
have this to say about the matter. Con­
tracts made with the Housing Authority 
by contractor A, let us say, are not sub­
ject to renegotiation. The amendment 
would permit such a contractor, if he also 
had a contract with the War Depart­
ment which is subject to renegotiation, 
to ask that losses incurred by him under 
his contract with the Housing Authority 
be considered in the renegotiation. It is, 
of course, a one-way street, because a 
contractor would never ask to have his 
contract with another agency of the Gov­
ernment, which is not subject to renego­
tiation, considered, unless he suffered a 
loss. While it may seem unjust on the 
face of it for a contractor who has a con­
tract with the War Department, let us 
say, which is subject to renegotiation, 
and who sustains a serious loss on a con­
tract with another Federal agency which 
is not subject to renegotiation, not to 
have that fact taken into consideration, 
yet it would not be fair to adopt such an 
amendment as that proposed unless all 
the profits, as well as the losses, under 

a contract made with an agency whose 
contracts are not subject to renegotia­
tion, were subje.cted to renegotiation. 

!VIr. President, I hope the Senate will 
not agree to the amendment. 

The PRESIDING OFFICER <Mr. Mc­
CLELLAN in the chair) . The question is 
on agreeing to the amendment offered by 
the Senator from Florida [Mr. ANDREWS]. 

The amendment was rejected. 
The PRESIDING OFFICER. The 

clerk will state the next amendment in 
title VII. 

The LEGISLATIVE CLERK. On page 157, 
line 6, after the words "opinion of", it 
is proposed to strike out "The Tax Court 
.of the United States'·' and insert "the 
Court of Claims.'' 

Mr. TRUMAN. Mr. President, on page 
156, line 19, there is a subsection marked 
"(ix) .'· I ask unanimous consent that 
I may offer a clarifying amendment, by 
adding at the end of the amendment the 
words "which factors shall be published 
in the regulations of the Board from 
time to time as adopted." 

Mr. President, one of the great com­
plaints of contractors, and of others who 
have had contracts to be renegotiated, 
has been that they did not know what 
the regulations were or what the situa­
tion was with regard to the fact that 
they ha(1 to be renegotiated, and they 
could not get the information. The War 
Department and the Navy Department 
have books several inches thick contain­
ing their regulations, but they are marked 
"secret," and no one can look at them. 
The amendment I am offering would 
give everyone a chance to see what the 
regulations may be, and wh~t he may be 
up against when his contract has to be 
renegotiated. It would take much of the 
fire out of the complaints about rene­
gotiation. I ask unanimous consent that 
the amendment be considered at this 
time. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The LEGISLATIVE CLERK. On page 156, 
in line 21, after the word "requires", it 
is proposed to add, "which factors shall 
be published in the regulations of the 
Board from time to time as adopted." 

The PRESIDING OFFICER. Is there 
objection to consideration of the amend­
ment? The Chair hears none. The 
question is on agreeing to the amend­
ment offered by the Senator from Mis­
souri [Mr. TRUMAN]. 

The amendment was agreed to. 
The PRESIDING OFFICER. The 

clerk will restate the committee amend­
ment on page 157. 

The CHIEF CLERK. On page 157, line 
6, after the words "opinion of", it is pro­
posed to strike out "The Tax Court of the 
United States" and insert "the Court of 
Claims.'' 

Mr. GEORGE. Mr. President, under 
the House bill court review was granted 
in a de novo proceeding before The Tax 
Court of the United States. The com­
mittee has substituted the Court of Claims 
for The Tax Court of the United States 
to handle this proceeding. Some objec­
tion was made by the Treasury, and the 
Department of Justice, and the War De­
partment, to conferring jurisdiction of 
renegotiated cases to The Tax Court of 
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the United States. It was contended 
that to confer such jurisdiction upon The 
Tax Court might seriously. interfere with 
the handling of tax cases by that court, 
particularly the relief cases under section 
722 of the Internal Revenue Code relating 
to excess-profits taxes. The committee 
proceeded on that view. The Court of 
Claims, at the request of the contractor 
or subcontractor, is ' required to furniEh 
a statement of its determination of the 
facts used as a basis therefor and of its 
reasons for such determination. It is 
simply · a substitution of the Court of 
Claims for The Tax Court. 

The PRESIDING OFFICER: The 
question is on agreeing to the committee 
amendment. 

The amendment was agreed to. 
Mr. TRUMAN. Mr. President, I should 

like to offer an amendment to the pro­
vision under consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 175-­
The PRESIDING OFFICER. An 

amendment on page 175 is not now in 
order. The Senate is engaged in con­
sidering amendments on page 157. 

Mr. GEORGE. Yes, Mr. President; the 
Senator's proposed amendment comes at 
a later point in the bill. 

Mr. TRUMAN. I thought the amend­
ment dealing with the Court of Claims 
was under consideration. I wish to offer 
an amendment to appear at the proper 
place in the bill dealing with the. Court 
of Claims, and to make a statement with 
respect to it, if the Senator from Georgia 
will allow me to do so. 

Mr. GEORGE. Yes, Mr. Pres1dent. I 
do not know where the proposed amend­
ment would come in. 

Mr. McKELLAR. Mr. President, will 
the Senator from Missouri read his pro­
posed amendment? It seems to me the 
statement with ·respect to it should be 
made more specific. I think by all means 
the taxpayer should have a right to go to 
court under certain circumstances. 

Mr. TRUMAN. I agree with the Sena­
tor. 

Mr. McKELLAR. The Government 
ought to have exactly the same right. I 
think the statement with respect to the 
amendment should be a little ·more spe-

-. cific. I should like to have the clerk read 
the amendment so we may know with 
what it deals. 

Mr. TRUMAN. Mr. President, I am 
informed by the Senator from Wisconsin 
[Mr. LA FOLLETTE], who is a member of 
the Finance Committee, that my amend­
ment belongs at a later point in the title, 
but I shall be glad if the Senator from 
Georgia will permit the amendment to 
be read, and that I may make a brief 
statement with respect to it when we 
come to the place in the bill where it 
belongs. 

Mr. GEORGE. Mr .. President, I have 
no objection to the amendment being 
stated. I have not seen it. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 175, line 1, 
after the words "Court of Claims", it is 
proposed to insert the following: "to set 
aside the determination and." 

On page 175, lines 2-7, it is proposed to 
strike out the following: 

Upon such filing such court shall have e~­
clusive jurisdiction, by order, to finally de­
termine the amount, if any, of sucll exces­
sive profits received or accrued by the con­
tractor or subcontractor, and such determi­
nation shall not be reviewed or redetermined 
by any court or agency. 

And to insert in place of that language 
the following: 

Such petition shall constitute the exclu­
sive method of review of such order and 
upon the filing thereof such court shall have 
exclusive jurisdiction by order finally to de­
termine the amount, if any, of such exces­
sive profits received or accrued by the con­
tractor or subcontractor; such determination 
shall be subject to appellate review as in the 
case of other decisions of the court, but shall 
not be reviewed or redetermined by any other 
court or agency; and no suit brought for the 
purpose of restraining a renegotiation or the 
enforcement thereof, or the withholding or 
recovery of any amounts pursuant thereto, 
or-for the purpose of compelling any action 
in disregard of a renegotiation shall be main­
tained in any ccurt, nor shall any renegotia­
tion be set aside or disregarded in any suit 
or action in any court. The Court of Claims 
shall not set aside the determination made 
in the order unless it first appears that one 
or more material facts stated pursuant to 
subsection (c) ( 1) as the basis therefor are 
wrong or that the det ermination is based on 
one or more errors of law. If the determina­
tion is set aside by the court, the court shall 
determine the amount of excessive profits. 

On page 175, line 14, after the phrase 
"shall not", it is proposed to insert the 
following: "except as hereinbefore pro­
vided." 

Mr. TRUMAN. Mr . . President, the 
Senator from New Mexico and I-- · 

Mr. WALSH of Massachusetts. Mr. 
President, will the Senator yield? 

Mr. TRUMAN. I yield. 
Mr. VI ALSH of Massachusetts. Will 

the Senator wait until we reach the 
amendment on the page of the bill on 
which the Senator's amendment would 
come, because the subject is very im­
portant? Other amendments must be 
considered before we reach the amend­
ment with which the Senator's amend­
ment deals, and we wili be in much better 
position to deal with the Senator's 
amendment if it comes in its regular 
order. · 

Mr. TRU~. I shall be very glad to 
wait until we come to the point at which 
my amendment applies: 

Mr. BARKLEY. Mr. President, if the 
Senator is willing to wait until the 
amendments offered by the ·committee 
shall have been agreed to seriatim it 
would result in a more orderly. procedure. 

Mr. TRUMAN. I am sorry I brought 
the amendment up at this time. The 
Senator from Georgia spoke of the court, 
and for that reason I thought it proper 
to present my amendment. 

The PRESIDING OFFICER. The clerk 
will state the next committee amendment 
in title VIII. 

The LEGISLATIVE CLERK. On page 157, 
line 9, after the words "opinion of" it is 
proposed to strike out "The Tax Court of 
the United States" and insert "the Court 
of Claims." 

' ' The PRESIDING OFFICER. Without 
objection, the amendment is agreed to. 

The clerk will state the next commit­
tee amendment. 

The CHIEF CLERK. On page 157, line 
16, after the words "opinion of" it is 
propos~d to strike out "The Tax C:mrt 

. of the United States'' and to insert "the 
Court of Claims." 

The PRESIDING OFFICER. Without 
objection, the amendment is agreed · to. 

The next committee amendment will be 
stated. 

The CHIEF CLERK. On the same page, 
line 19, after the word "subcontract" and 
the period it is proposed to strike out 
"No commission, percentage, brokerage, 
or contingent fee paid or payable by a 
contractor with a department to any 
person for or in connection with the 
soliciting or securing by such person of a 
contract with a department shall be al­
lowed as an item of cost, unless such per­
son is a bona fide established commercial 
or selling agency maintained by the con­
tractor for the purpose of s2curing busi­
ness. Except as otherwise provided in 
the foregoing provisions of this para­
graph" and to insert "notwithstanding 
any other provisions of this sectlon." 

Mr. GEORGE. Mr. President, the com­
mittee amendment which should now be 
considered is merely to strike out cer:­
tain language of the Hous~ bill beginning 
in line 19 on page 157. 

lVIr. LA FOLLETTE. Mr. President, if 
the Senator will yleld--

Mr. GEO:R,GE. I yield. 
• Mr. LA FOLLETTE. The amendment 

as now represented is an amendment to 
strike out and ins::rt, and it would seem 
to me· that the amendment should be 
agreed to in that form. 

Mr. GEORGE. There is no subsequent 
language proposed in lieu of the language 
stricken out. The language proposed to 
be inserted relates to an altogether dif­
ferent subject matter. 

Mr. LA FOLLETTE. Yes, but I under­
stood the clerk read the amendment as 
an amendment to strike out and insert. 

Mr. GEORGE. -I am now asking, Mr. 
President, that the amendment be con­
sidered as an amendment to strike out, 
because tha.t is what it is. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 157, after 
the word "subcontract" and the period in 
line 19, it is. proposed to strike out the 
following: "No commission, percentage, 

· brokerage, or contingent fee paid or pay­
able by a contractor with a department 
to any person for or in connection with 
the soliciting or securing by such person 
of a contract with a Department shall be 
allowed as an item of cost, unless such 
person is a bona fide established com­
mercial or selling agency maintained by 
the contractor for the purpose of secur­
ing business. Except as otherwise pro.: . 
vided in the foregoing provisions of this 
paragraph.'' 

The PRESIDING OFFICER. The 
question is on agreeing to the committee 
amendment. 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, the 

next amendment then is the new Ian-
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guage proposed to be inserted in line 2, 
page 158. 

The PRESIDING OFFICER. The 
.amendment of the committee will be 
read. 

The CHIEF CLERK. On page 158 in line 
2, it is proposed to insert "Notwithstand­
ing any other provisions of this section." 

·Mr. GEORGE. I do not believe there 
is any objection to that amendment. 

The PRESIDING OFFICER. The 
question is on agreeing to the committee 
amendment. 

The amendment was .agreed to. 
The PRESIDING OFFICER. The 

clerk will state the next committee 
amendment in title VII. 

The CHIEF CLERK. On page 158, line 3, 
after the word "items" it is proposed to 
strike out "of the character allowed" 
and insert "allowable." 

Mr. GEORGE. Mr. President, on be­
half of t he committee I offer an amend­
ment on page 158, line 4, before "allow­
able" to insert "estimated to be." 

Mr. Prc:;ident, that is a committee 
amendment made for the obvious pur­
pose of making it possible to close rene­
gotiation of any contract without having 
to wait for final tax determination, and 
it is simply an estimate to be made by 
the renegot iators of the tax item which 
is allowable as a cost item. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered on behalf of the committee, 
to the committee amendment. 

The amendment to the amendment 
was agreed to. 

The amendment, as amended, was 
agreed to. 

The PRESIDING OFFICER. The 
next committee amendment in title VII 
will be stated. 

The CHIEF CLERK. On page 158, line 
7, after t he word "subcontracts" it is 
proposed to insert the following: "(or, 
in the case of the recomputation of the 
amortization deduction and in the case 
of carry-overs and carry-backs, al­
locable to contracts with the Depart­
ments and subcontracts) ." 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment. 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, I send 

to the desk an amendment which should 
properly be considered at this point. 
The amendment is to the :.:louse text. I 
offer the amendment and ask to have 
it stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 1 

The CHIEF CLERK. On page 158, be­
ginning with .line 15, it is proposed to 
strike out down to and including line 2 
on page 159 and insert: 

(5 ) The t erm "subcontract" means-
(A ) Any purchase order or agreement to 

perform all or any part of t he work, or to 
m ake or furn ish any article, required for 
the performance of any other contract or 
subcont ract; or . 

Mr. GEORGE. Mr. President, that 
amendment , which was agreed to by the 
Committee on Finance, and which the 
chairman was instructed to offer on the 
ftoor of the Senate, would restore the 
provision of existing law; that is to say, 

it would ·restore the definition of subcon­
tracts which now appears in existing 
law. This particular item has been a 
controversial one and was not offered by 
the Senate Finance Committee · or in 
committee. It has been a House provision 
from the beginning, and is" now; but the 
committee is proposing to strike it and to 
return to the definition of subcontracts· 
contained in existing law. Of course, that 
would have the effect of throwing the 
issue into conference. 

Mr. DANAHER. Mr. President, . I 
wonder if the reading clerk read from the 
printed text of an amendment which 
came to us this morning. Because in 
line 1 of the amendment the definition 
would purport to apply to "subcontrac­
tor", and it should not. I should like to 
know what the amendment does say. 

Mr. GEORGE. I think that was cor­
rected, I will say to the Senator from 

· Connecticut. The amendment I sent to 
the desk did correct that technical error. 

Mr. DANAHER. I thank the Senator. 
The PRESIDING OFFICER. The 

Chair understands that the correction 
has been made in the amendment .as 
stated. 

The question is on agreeing with the 
amendment. 

The amendment was agreed to. 
The PRESIDING OFFICER. The 

clerk will state the next amendment of 
the committee in title VII. 

The CHIEF CLERK. On page 160, after 
line 7, it is proposed to strike out: 

(A) which is not specially made to speci­
fications furnished by a Department or by 
another contractor or subcontractor. 

The amendment was agreed to. 
The next amendment of the committee 

was, on page 161, in line 20, after the 
numerals "1943", to insert "and involv­
ing an estimated amount of more than 
$100,000." 

The amendment was agreed to. 
The next amendment was, on page 

161, in line 23, to strike out "to repricing, 
and." 

The amendment was agreed to. · 
The next amendment was, on page 162, 

line 5, after the word "subcontract", to 
insert "described in subsection (a) (5) 
(A) involving an estimated amount of 
more than $100,000, and in each subcon­
tract described in subsection (a) (5) (B) 
involving an estimated amount of more 
than $25,000." 

The next amendment was, on page 162, 
in line 11, to strike out "to repricing, 
and." 

The amendment was agreed to. 
The next amendment was, on page 162, 

in line 17, after the word "profits", to 
strike out the comma and "or . any 
amount in excess of the fair price under 
the subcontract determined as a result of 
repricing." 

The amendment was agreed to. 
The next amendment was, on page 162, 

line 24, after the word "subcontract", ' to 
insert: "described in subsection (a) (5) 
(A) involving an estimated amount of 
more than $100,000, and in each sub­
contract described in subsection (a) (5) 
(B) involving an estimated amount of 
more than $25,000." 

The amendment was agreed to. 

"The next amendment was, on page 163, 
line 24, after the word "which", to strike 
out "this subsection" and insert "sub­
section (c)"; in line ·25, after the word 
"provisions", to strike out "required by", 
and insert "specified in"; and on page 
164, line 2, after the word "to", to strike 
out "this" and insert "such." 

The amendment was agreed to. 
The next amendment was, on page 164, 

line 17, after the word "profits", to strike 
out "realized or likely to be realized" and 
insert "received or accrued"; and, in line 
24, after the word "with", to strike out 
"The Tax Court of the United States" 
and insert "the Court of Claims." 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, I send 

to the desk an amendment which I offer 
and ask to have stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 165, line 5, 
after the word "year", it is proposed to 
insert "(or such other period as may be 
fixed by mutual agteement) ." 

Mr. GEORGE. Mr. President, the 
amendment is a clarifying one which 
would give the Board authority to deter­
mine excessive profits on the basis of 
the fiscal year of the contractor or on 
the basis of such other period as may be 
fixed by mutual agreement. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment. 

The amendment was agreed to. 
Mr. TRUMAN. Mr. President, I had 

a proposal which! should like to offer, if 
I may obtain unanimous consent to do so. 
The amendment I would offer would come 
in on page 165, in lines 15 and 16. The 
amendment is merely a clarifying one. 
Lines 15 and 16 on page 165 read, "The 
amount of excessive profits, whether such 
determination is made by order or is em­
bodied in an agreement." 

I desire to change the language, so as 
to read "profits, by order and not by 
agreement." -

I offer that amendment. 
Mr. GEORGE. Mr. President, not 

having seen the amendment, I ask to 
have it stated by the clerk. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 165, lines 
15 and 16, it is proposed to strike out 
"profits, whether such determination is 
made by order or is embodied in an 
agreement'' and in lieu thereof to insert 
"profits, by order and not by agreement." 

Mr. TRUMAN. Mr. President, I should 
like to offer a brief explanation. Then, 
if the Senate sees fit to allow the lan­
guage to be changed as I have proposed, 
it can do so. 

The purpose of this amendment is to 
limit the requirement imposed by that 
section-that the Board furnish a state­
ment of the facts and reasons for its de­
termination-to those cases in which a 
unilateral determination is made. It 
seems to me reasonable and desirable to 
require such a statement when the par­
ties are not able to agree. I see no rea­
son for requiring the additional paper 
work in cases of bilateral agreements. 
~deed, to require such additional work 
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in cases of bilateral agreements might 
well interfere with the war effort. It is 
a basic principle of renegotiation that 
contractors whose performance has been 
less efficient than that of their competi­
tors should be cut down to a lower figure 
of profit than that allowed to their ef­
ficient and economical competitors. Yet, 
if the management were required to take 
a written statement back to the stock­
holders to the effect that their profits 
had been cut down because they had 
done a poor and inefficient job, it is ap­
parent that such management would 
have to appeal from such a determina­
tion in order to save their own jobs. 
They would have to spend their time 
fighting the Price Adjustment Board, in­
stead of continuing to fight the war. It 
surely was not the intent o.f the Senate 
Finance Committee to bring about such 

. a result. . 
I hope the Senator will permit that 

amendment to go to conference. 
Mr. GEORGE. Mr. President, that 

amendment was offered yesterday in an 
effort to compose all our differences. It 
was voted down by the committee, and I · 
think for. very substantial reasons. It 
seems to me that the contractor is en­
titled to a statement. It may or may not 
aid him in reaching an agreement with 
the department. It certainly is not an 
unreasonable burden to put on the de­
partment to say that it shall give the 
contractor a simple statement, although 
he may subsequently, after studying the 
statement, reach an agreement with the 
department. I hope the amendment will 
:hot be agreed to, because it was affirma­
tively rejected yesterday by the Finance 
Committee. 

Mr. TRUMAN. Mr. President, as I 
understand, unanimous consent is re­
quired for the consideration of the 
amendment. 

The PRESIDING OFFICER. Does the 
Senator request unanimous consent that 
the amendment be considered? 

Mr. TRUMAN. I do. 
The PRESIDING OFFICER. Is there 

objection to tlle request of the Senator 
from Missouri? 

Mr. GEORGE. Mr. President, I have 
no objecticn to the consideration of the 
amendment, although I do not wish to 
consider any other-amendments until we 
complete the committee amendments. 
However, inasmuch as it has been pre­
sented, I have no objection to its consid­
eration. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the amendment offered by the Senator 
from Missouri [Mr. TRUMAN]? The 
Chair hears none. 

The question is on agreeing to the 
amendment offered by the Senator from 
Missouri. 

The amendment was rejected. 
The PRESIDING OFFICER. The 

clerk will state the next committee 
amendment. 

The next amendment was, on page 165, 
line 22, after the word "used", to strike 
out "as evidence or otherwise considered 
by The Tax Court of the United States 
in connection with its determination of 
excessive profits" and insert "in the 

Court of Claims as proof of the facts or 
conclusions stated therein." 

The amendment was agreed to. 
The next amendment was, on page 166, 

line 3, after the word "by", to strike out 
"The Tax Court of the United States" 
and insert "the Court of Claims"; in line 
9, after the word "Departments", to strike 
out "and subcontracts"; in line 11, after 
the word "contractor", to strike out "or 
subcontractor"; in line 16, after the word 
"contractor", to strike out "or subcon­
tractor"; in line 21, aft er the word 
"from", to strike out "such" and insert 
"the"; in the same line, after the word 
"contractor", to strike out "or subcon­
tractor"; on page 167, line 4, after the 
word "paragraph", to strii~e out "or pur­
suant to subsection (f)"; in line 10, after 
the word "shall", to strike out "transfer 
to the Treasury, from ap:t:ropriations of 
his Department, to the credit of miscel­
laneous receipts an amount equal to the 
amount so withheld or credited by him" 
and insert "certify the amount thereof 
to the Treasury and the appropriations 
of his Department shall be reduced by 
an amount equal to the amount so with­
held or credited. The amount of such 
reductions shall be transferred to the 
surplus fund of the Treasury"; and in 
line 17, after the word "In", to strike out 
"determining the amount of any exces­
sive profits to be eliminated hereunder" 
and insert "eliminating excessive profits." 

The amendment was agreed to. 
· The next amendment was, on page 167, 

line 25, after the word "commenced", to 
strike out "by the Board." 

The amendment was agreed to. 
The next amendment was, on page 168, 

line 2, after the word "accrued'', to strike 
out "or more than 1 year after the state­
ments required under paragraph <5) are 
filed with the Board, whichever is the 
later." 

Mr. GEORGE. Mr. President, I send 
to the desk a number of amendments in 
this particular text, some being amend­
ments to committee amendments and 
others amendments to the House text. 
The amendments occur at various places, 
but they are all related. I should like 
to make a statement with respect to the 
amendments. 

These are clarifying amendments re­
lating to the statute of limitations. Un­
der the House bill, no proceeding to de­
termine excessive profits could be com­
menced after the close of the fiscal year 
in which such profits were received or 
accrued, or after 1 year following the 
date on which financial statements re­
quired by the Board were filed. Because 
of the uncertainty as to the type of finan­
cial statement and the time within which 
it must be filed under the House bill, your 
committee eliminated this second re­
quirement of not commencing t:qe run­
ning of the statute until the financial 
statements were filed. The amendments 
which I now offer provide for a definite 
financial statement to be filed with the 
Board on or before the 1st day of the 
fourth month following the close of the 
fiscal year. Therefore, it is believed 
proper to have the 1-year statute of 
limitations start running from the date 
of filing this statement or the close of 

. 
the fiscal year, whichever is the later, 
and this amendment so provides. 

I may say also that these amendments 
meet all the objections of the services on 
this point. 

The PRESIDING OFFICER. The first 
amendment offered by the Senator from 
Georgia will be stated. 

'):'he CHIEF CLERK. On page 168, in 
the committee amendment proposing to 
strike out lines 2, 3, and 4, it is proposed 
to strike out "statements", in line 3, and 
insert "statement''; and in the same line, 
before the word "filed", to strike out "are" 
and insert "is." 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Geor­
gia to the committee amendment. 

The amendment to the amendment 
was agreed to. 

The amendment to strike out the text, 
as amended, was rejected. 

The PRESIDING OFFICER. The 
next amendment offered by the Senator 
from Georgia will be stated. 

The CHIEF CLERK. On page 168, in 
the ·committee amendment proposing to 
strike out lines 6, 7, and 8, it is proposed 
to strike out "statements", in line 7, and 
insert "statement"; and in the same line, 
before the word "so", to strike out "are" 
and insert "is." 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Geor­
gia to the committee amendment. 

The amendment to the amendment 
was agrEed to. 

The amendment to ,strike out the text, 
as amended, was rejected. 

The PRESIDING OFFICER. The 
next amendment offered by the Senator 
from Georgia will be stated. 

The CHIEF CLERK. On page 169, begin­
ning with line 15, it is proposed to strike 
out through line 23 and insert: 

(5 : (A) Every contractor and subcontractor 
who holds contracts or subcontracts, to which 
the provisions of this subsection are applica­
ble, shall, in such form and detail as the 
Board may by regulations prescribe, file with 
the Board on or before the first day of the 
fourth month following the close of the 
fiscal year, a financial statement setting 
forth actual cost of production and such 
other information as the Board may by regu­
lations prescribe. In addition to the state­
ment required under the preceding sentence, 
every such contractor or subcontractor shall, 
at such time or times and in such form and 
detail as the board may by regulations pre­
scribe, furnish the Board any information, 
records, or data required by the B9ard. Any 
person who willfully fails or i"efuses to fur­
nish any statement, information, records, or 
data required of them under this subsection, 
or who knowingly furnishes any such state­
ment, information, records, or data. 

Mr. DANAHER. Mr. President, I 
should like to ask how the text will read, 
commencing with line 11 on page 2 of 
the amendment, and then reverting to 
page 169. Let me point out to the Sen­
ator from Georgia that the language in 
the amendment at the desk, on page 2, 
line 11, reads: 

Any person who willfully fails or refuses 
to furnish any statement, information, rec­
ords, or data required of them under this 
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subsection, or Imowingly furnishes any such 
statement, information, records, or data-

Now, we revert, I assume, to page 169, 
line 23, which proceeds: 
subsection, or who knowingly furnishes any 
such statement. 

And so forth. I think there is some­
thing there that needs clarifying. 

Mr. GEORGE. Mr. President, there 
was a clerical error in the amendment as 
originally submitted. That has been 
cleared up in the amendment read by 
the clerk. The Senator is probably look­
ing at the printed amendment, which 
contains a clerical error. 

Mr. DANAHER. May I ask that the 
clerk read the last four lines of the 
amendment at the desk? 

The PRESIDING OFFICER. Without 
objc:ction, the clerk will read as re­
quested. 

The CHIEF CLERK. Beginning ln line 
11, the amendment reads as follows: 

Any person who willfully fails or refuses 
to furnish any statement, information, rec­
ords, or data required of them under this 
subsection, or who knowingly furnishes any 
such statement, information, records, or 
data--

Mr. DANAHER. Where does it go 
from there? 

The CHIEF CLERK. Continuing with the 
House text in line 24 on page 169-
containing information which is false or 
misleading in any material respect. 

And so forth. 
Mr. DANAHER. That is clear. 
The PRESIDING OFFICER. The 

question is on agreeing to the amend­
ment offered by the Senator from Geor­
gia. 

Mr. ELLENDER. Mr. President, a 
parliamentary inquiry. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. ELLENDER. What has become 
of the text on page 168, in lines 2, 3, and 
4? Has that been stricken from the bill? 

The PRESIDING OFFICER. The 
Senator from Georgia offered an amend­
ment to the committee amendment, 
which was agreed to, and the commit­
tee amendment proposing to strike out 
the text, as amended, was rejected. 

Mr. GEORGE. Originally the lan­
guage was stricken from the bill by the 
committee amendment, but now a sub­
stitute amendment, revising the lan­
guage, has been agreed to. 

Mr. ELLENDER. As I understand, the 
language has been reinstated. 

Mr. GEORGE. Yes; with the amend­
ments heretofore agreed to. 

The PRESIDING OFFICER. The 
questior is on agreeing to the amend­
ment offered by the Senator from Geor­
gia. 

The amendment was agreed to. 
The PRESIDING OFFICER. 'l'he 

clerk will state the next committee 
amendment under title VII. 

The next amendment was, on page 171, 
line 14, before the word "members", to 
strike out "five" and insert "six"; in line 
25, before the word "one", to strike out 
"and"; and on page 172, line 3, after 
the word "Finance", to strike out "Cor­
poration" and insert "Corporation, and 

one shall be an officer or employee of 
the War Production Board and 'shall be 
appointed by the Chairman of the War 
Production Board." 

The amendment was agreed to. 
The next amendment was, on page 

172, line 18, before the word "members", 
to strike out '-'Three" and insert "Four." 

The amendment was agreed to. 
· Mr. GEORGE. Mr. President, there is 

an amendment which should be made at 
this time on page 173. I send forward 
the amendment and ask to have it stated. 

The PRESIDING OFFICER (Mr. EL­
LENDER in the chair). The amendment 
will be stated. 

The CHIEF CLERK. On page 173, in 
line 9, after the word "duty", it is pro­
posed to strike out "(except the power, 
function, and duty to review orders deter­
mining excessive profits)." 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment of the Senator from Georgia. 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, I send 

forward another amendment which I ask 
to have stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 174, be­
ginning with the comma in line 3, it is 
proposed to strike out down to and in­
cluding the period in line 13, and insert: 

The Board may review any determination 
by any such officer, agency, or division on 
its own motion, or in its discretion at the 
request of any contractor or subcontractor 
aggrieved thereby. Unless the Board upon 
its own motion initiates a review of such de­
termination within 60 days from the date of 
such determination, or at the request of the 
contractor or subcontractor made within 60 
days from the date of such determination 
initiates a review of such determination with­
in 60 days from the date of such request, such 
determination shall be deemed the determina­
tion of the Board. 

Mr. GEORGE. Mr. President, under 
the House text any contractor may, upon 
request, have his case reviewed by the 
War Price Adjustment Board. Your 
committee believes that this might result 
in throwing a considerable burden on the 
main board, and that if contractors or 
subcontractors were given the right to 
have their cases considered in the Court 
of Claims in a de novo proceeding, a sec­
ond administrative review would not be 
necessary. Accordingly, it is provided 
that the Board may review the determi­
nation on its own motion, or in its dis­
cretion, at the request of any contractor 
or subcontractor aggrieved thereby. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Geor-
gia. • 

The amendment was agreed to. 
The PRESIDING OFFICER. The next 

committee amendment will be stated. 
The next amendment was, on page 

174, line 21, after the word "subcon­
tractor", to strike out the comma and 
"or by an order of the Secretary under 
subsection (f) determining a fair price,"; 
and in line 25, after the word "the", to 
strike out "Tax Court of the United 
States" and insert "Court of Claims." 

The amendment was agreed to. 

The next amendment was, on page 175 
in line 5, after the word "subcontractor", 
to strike out "or the fair price, as the 
case may be,"; in line 9, after the word 
"Board'', to strike out the comma and 
"and may determine a fair price either 
less than, equal to, or greatEr than that 
determined by the Secretary"; and in 
line 12, after the word "the", to strike 
out "Tax Court" and insert "Court of 
Claims." 

The amendment was agreed to. 
Mr. TRUMAN. Mr. President, will the 

Senator yield? 
Mr. GEORGE. I yield. 
Mr. TRUMAN. May I ask the able 

Ssnator from Georgia if this is the proper 
time for me to call up the Court of 
Claims amendment which I offered some 
time ago? 

Mr. GEORGE. Mr. President, I have 
departed from the original request as to 
the consideration of amendVtents, but in 
order that what the committee has done 
may receive anything like a view at a 
glance, so to speak, I am now comp::lled 
to ask that the committee amendments 
be first acted upon. 

Mr. TRUMAN. I do not want to in­
terfere with orderly procedure. I was 
merely inquiring of the Senator if con­
sideration of my amendment would now 
be satisfactory. 

MESSAGES FROM THE PRESIDENT 

Messages in writing from the Presi-
. dent · of the United States submitting 
nominations were communicated to the 
Senate by Mr. Miller, one of his secre­
taries. 
MESSAGE FROM THE HOUSE-ENROLLED 

BILLS AND JOINT RESOLUTION SIGNED 

A .message from the House of Repre­
sentatives, by Mr. Maurer, one of its 
reading clerks, announced that the 
Speaker had affixed his signature to the 
following enrolled bills and joint reso­
lution, and they were signed by the Vice 
President: · 

S. 184. An act to provide for the presenta­
tion of silver medals to certain members of • 
the Peary Polar Expedition of 1908-9; 

S. 653. An act for the relief of Johnny New­
ton Strickland; 

S. 1090. An act for the relief of John Henry 
Miller, Jr.; 

8.1488. An act to authorize the Secre­
tary of the Interior to convey to Jose C. 
Romero all right, title, and interest of the 
United States in a certain described tract 
of land within the Carson National Forest, 
N.Mex. 

H. R. 3741. An act to authorize the Secre­
tary of the Navy to proceed with the con­
struction of certain public works, and for 
other purposes; and 

S. J. Res. 108. Joint resolution making an 
appropriation for contingent expenses of the 
Senate. 

THE REVENUE ACT 

The Senate resumed the consideration 
of the bill (H. R. 3687) to provide rev­
enue, and for other purposes. 

The PRESIDING OFFICER. The 
clerk will state the next committee 
amendment. 

The next amendment \Vas, on page 175, 
in line 13, after the word "profits", to 
strike out the comma and "or to deter­
mine the fair price,"; in line 15, after 
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the word "Board", to strike out "or the 
Secretary, as the case may be"; in line 
16, after the words "proceeding de novo" 
and the period, to strike out: 

For the purposes of this subsection the 
court shall have the same powers and duties, 
insofar as applicable, in respect of the con­
tractor, the subcontractor, the Board and 
the Secretary, and in respect of the attend­
ance of witnesses and the production of 
papers, notice of hearings, hearings before 
divisions, review by The Tax Court of deci­
sions of divisions, stenographic reporting, and 
reports of proceedings, as such court has un­
der sections 1110, 1111, 1113, 1114 1115 (a), 
1116, 1117 (a) and (b), 1118, 1120, and 1121 
of the Internal Revenue Code in the case of a 
proceeding to redetermine a deficiency. In 
the case of any witness for the Board or 
Secretary, the fees and mileage, and the ex­
penses of taking any deposition shall be paid 
out of appropriations of the Board or De­
partment available for that purpose, and in 
the case of any other witnesses, shall be paid, 
subject to rules prescribed by the court, by 
the party at whose il.lstance the witness ap­
pears or the deposition is taken. 

And insert : 
The Court of Claims is authorized to pre­

scribe such rules of practice and procedure 
as it deems necessary to the exercise of its 
powers under this subsection. Whenever the 
court makes a determination with respect 
to the amount of excessive profits it shall, 
at the request of the contractor or subcon­
tractor, as the case may be, prepare and 
furnish such contractor or subcontractor with 
a statement of such determination, of the 
facts used as a basis -therefor, and of its rea­
sons for such determination. 

The amendment was agreed to. 
The next amendment was, on page 176, 

in line 19, after "(2) ", to strike out the 
comma and "or an order of the SP.cretary 
under subsection (f)." 
. The amendment was agreed to. 

Mr. GEORGE. Mr. President, I ·Send 
forward an amendment and ask to have 
it stated. 

The PRESIDING OFFICER. The 
clerk will state the amendment offered 
by the Senator from Georgia. 

The CmEF CLERK. On page 176, be­
ginning ip line 25, it is proposed to strike 
out "whether or not such determination 
is" and insert "which is not"; and on page 
177, beginning with "If" in line 24, strike 
out down to and including the period in 
line 4 on page 178. 

Mr. GEORGE. Mr. President, under 
the House text the contractor or subcon­
tractor is given the right to commence a 
de novo proceeding in the Court of Claims 
with respect to a fiscal year ending be­
fore July 1, 1943, whether or not an agree­
ment has been entered into with a de­
partment. Your committee is of the 
opinion that the contractor or subcon­
tractor should not be given the right to 
a court proceeding where his case has 
been closed by agreement. Accordingly, 
the right of court review is closed by 
agreement. The provision to which this 
amendment is offered was a House provi­
sion and was not originally amended by 
the Senate Finance Committee. How­
ever, on yesterday the committee decided 
to offer this amendment so that the mat­
ter could be opened in conference. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ments offered by the Senator from Gear-

gia, which, without objection, will be 
considered en bloc. 

The amendments were agreed to. 
The PRESIDING OFFICER. The 

next committee amendment will be 
stated. · 

The next amendment was, on page 177, 
line 5, after the word "the", to strike out 
"Tax Court of the United States" and 
insert "Court of Claims"; in line 15, after 
the words "with the", to strike out "Tax 
Court of the United States" and insert 
"Court of Claims", and in line 21, after 
the numerals "1943", to strike out "(other 
than the amendment inserting this para­
graph) " and insert "which are not made 
applicable as of April 28, 1942, or to fiscal 
years ending before July 1, 1943." 

The amendment was agreed to. 
The PRESIDING OFFICER. The 

clerk will state the next amendment. 
The CHIEF CLERK. On page 178, after 

line 5, after" (f)", it is proposed to strike 
out: 

( 1) Whenever, in the opinion of the Sec­
retary of a department, the price under any 
contract with such department or subcon­
tract which affects such department exceeds 
a fair price, the Secretary-may require the 
contractor or subcontractor to negotiate to 
fix a fair price thereunder. If an agreement 
is not reached, the Secretary by order may 
fix the price which he detsrmines to be a 
fair price for performance under such con­
tract or subcontract after the date of the 
order. Any such agreement or order ·may 
prescribe the period during which the price 
so fixed shall be effective, and may contain 
such other terms and conditions as the Sec:­
retary deems appropriate. In determining a 
fair price under this subsection, the Secre­
tary shall tal~e into consideration all of the 
factors to be considered in determining ex­
cessive profits under subsection (a) (4) (A) 
of this section, and such other factors as he 
deems appropriate. 

(2) Upon the making of an agreement or 
order under the subsection, the Secretary 
may-

( A) withhold from amounts otherwise pay­
able to the contractor or subcontractor any 
portion of the contract price in excess of the 
price so fixed; or 

(B) direct the contractor or another sub­
contractor to withhold for the account of the 
United States from amounts otherwise due 
the subcontractor any portion of the contract 
price in excess of the price so fixed. 

(3) Where a contractor or subcontractor 
holds two or more contracts or subcontracts 
the Secretary, in his discretion, may exercise 
the authority conferred by this subsection 
with respect to some or all of such contracts 
and subcontracts as a group. 

(4) The authority and discretion herein 
conferred upon the Secretary of each depart­
ment may be delegated in whole or in part 
by h im to such individuals or agencies as 
he may designate in his department, or in 
any other depar.tment with the consent of 
the Secretary of that department, and he may 
authorize such individuals or agencies to 
make further delegations of such authority 
and discretion. 

. And insert: 
For repricing of war contracts, see title VIII 

of the Revenue Act of 1943. 

The amendment was agreed to. 
Mr. GEORGE. I send forward an 

amendment. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The CHIEF CLERK. On page 179, be­

ginning with line 24, it is proposed to 

strike out down to and including line 4 
on page 180, and, in lieu thereof, to in­
sert the following: 

(h) This section shall apply only with 
respect to profits derived from contracts with 
the departments and subcontracts which are 
attributable to performance prior to the 
termination date. For the purposes of this 
subsection-

(1) The profits derived from any contract 
with a department or subcontract whlch 
shall be deemed "..1ttributable to performance 
prior to the termination date" shall be tho~e 
determined by the Board to be equal to the 
same percentage of the total profits so de­
rived as the percentage of completion of the 
contract or subcontract prior to the termi­
nation date; and 

(2) The term "termination date" means­
(A) December 31, 1944; or 
(B) If the President not later than De­

cember 1, 1944, finds and by proclamation 
declares that competitive conditions have not 
been re~tored, such date not later than June 
30, 1945, as may_ be specified by the President 
in such proclamation as the termination 
date; or 

(C) If the President, not later than June 
30, 1945, finds and by proclamation declares 
that competitive conditions have been re­
stored as of any date within 6 months prior 
to the issuance of such proclamation, the 
date as of which the President in such proc­
lamation declares that competitive conditions 
have been restored; 
except that in po event shall the termina­
tion date extend beyond the dat e proclaimed 
by the President as the date of the termina­
tion of hostilities in the present war, or the 
date specified in a concurrent resolution of 
the two Houses of Congress as the date of 
such termination, whichever is the earlier. 

The PRESIDING OFFICER. Without 
objection, the amendment is _agreed to. 

Mr. GEORGE. Mr. President, I send 
to the desk another amendment, which 
I ask to have stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 180, begin­
ning with the first word "or", in line 23, 
it is proposed to strike out down to and 
including the word "harvested" in line 1 
on page 181, as follows: "or any con­
tract or subcontract for canned, bottled, 
or packed fruits or vegetables <or their 
juices) which are customarily canned, 
bottled, or packed in the season in which 
they are harvested." 

Mr. GEORGE. Mr. President, it was 
agreed yesterday that that language 
should be eliminated from the bill. The 
committee amendment which follows re­
lates to the portion of the House text 
stricken out. 

The PRESIDING OFFICER. Without­
objection, the amendment of the Sena­
tor from Georgia proposing to strike out, 
beginning in line 23, page 180, is agreed 
to. 

The committee amendment on page 
181, line 1, will be stated. 

The CHIEF CLERK. On page 181, after 
the word "harvested", in line 1, it is pro­
posed to insert "or any contract or sub­
contract for a canned, bottled, packed, 
or processed dairy product or any prod­
uct the principal ingredient of which is 
2, dairy product." 

Mr. LA FOLLETTE obtained the fbor. 
Mr. CONNALLY. Mr. President , will 

th~ Senator from W'isconsin yield? 
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Mr. LA FOLLETTE. I am glad to , 

yield. 
Mr. CONNALLY. Referring to the 

language on page 181 in italics, reading 
"or any contract or subcontract for a 
canned, bottled, packed, or processed 
dairy product", and so forth, why is it 
proper to do what that language pro­
vides as to dairy products and then 
strike out the language as to other 
canned products? 

Mr. LA FOLLETTE. The purpose of 
this amendment is to take the entire 
proposition to conference, and this is the 
only way by which it can be achieved­
namely, to strike out the House lan­
guage and insert the committee amend­
ment all of which will be in conference. 
It was for the purpose of having it all 
in conference that this action was taken. 

I'/l:r . CONNALLY. Very well. 
Mr. BYRD. Only a portion of the 

House language is stricken out. 
· Mr. LA FOLLETTE. That is correct. 
· Mr. BYRD. I ask that the clerk read 
that again. 

Mr. LA FOLLETTE. After the word 
"market" on line 23, page 180, it is pro­
posed to strike out the remainder of the 
House language on that page and a por­
tion of the sentence including the word 
"harvested" in line 1 on page 181, and 
then to insert the matter in italics which 
will have the effect of throwing both 
the House provision and the Senate ac­
tion in conference for further considera­
tion. 

The PRESIDING OFFICER. With­
out objection, the amendment is agreed 
to. 1 

The clerk -will state the next amend­
·ment of the committe~. 

The CHIEF CLERK. On page 181, line 
'n, before the word "saps" it is proposed 
to insert "natural resins." 

The amendment was agreed to. 
The CHIEF CLERK. On the same page 

after line 18. it is proposed to insert 
"(E)"--

lVIr. TYDINGS. Mr. President, to the 
amendment which the clerk is about to 
read I should like to offer an amendment 
after he states it. 

The PRESIDING OFFICER. The 
committee amendment will be stated. 

The CHIEF CLERK. On page 181, after 
line 18, it is proposed to insert: 

(E) any contract or subcontract with a 
common carrier for transportation, or with 
a public utility for gas or electrical energy, 
when made in either case at published rates 
or charges filed with, or fixed, approved, or 
regulated by, a public regulatory body, State, 
Federal, or local; or. 

Mr. TYDINGS. Mr. President, I 
should like--

The PRESIDING OFFICER. The 
clerk has not finished the reading of the 
amendment as the Chair understands. 

Mr. TYDINGS. I thought he had fin­
ished it. At any rate he finished the por­
tion in which I am interested. 

Mr. President, I should like to offer an 
amendment to the committee amend­
ment on page 181, line 21, after the 
words "electrical energy" to insert "or 
communications services." 

The reason I am offering that amend­
ment is that all public utilities regulated 

by States ought either to be excluded or 
included. I understand other amend-

. ments· will be offered to this section 
which will seek to modify or to limit 
some of the things which are set forth, 
but, regardless of how it may be modi­
fied or changed, certainly it seems to me 
that the situation ought to be a uniform 
one and that whatever applies to certain 
public utilities ought to apply to them all. 
In that spirit I offer the amendment and 
hope that it will meet the approval of 
the Senate. 

The PRESIDING OFFICER. The 
amendment offered by the Senator from 
Maryland to the amendment of the com­
mittee will be stated. 

The CHIEF CLERK. In the committee 
amendment on page 181, line 21, after 
the words "electrical energy", it is pro­
posed to insert "or communications 
services." 

Mr. LA FOLLETTE. Mr. President, I 
should like to make it clear to the Mem­
bers of the Senate that the pending com­
mittee amendment-and I . include of 
course the one offered by the senior Sen­
ator from Maryland [Mr. TYDINGsJ­
was not involved in any of the numerous 
conferences and negotiations of the Fi­
nance Committee concerning the re­
negotiation title to the pending bill. In 
the committee I strenuously opposed the 
amendment proposed by the committee 
and served notice at that time that I 
would oppose the amendment on the 
floor. 

I have conferred with officials of the 
Federal Power Commission, who are re­
sponsible for the renegotiation of elec­
trical and other contracts, and, in my 
opil~ion, especially since the action of the 
Finance Committee yesterday in includ­
ing practically everybody and every type· 
of commodity and article within purview 
of the statute of renegotiation, it is not 
a sound proposal to exclude contracts for 
utility services which the Government 
had to enter into because of the neces­
sity of the war emergency. 

Mr. TYDINGS. Mr. President, will 
the Senator from Wisconsin yield to me? 

Mr. LA FOLLETTE. I yield. 
Mr. TYDINGS. I tal{e it the Senator 

is addressing his remarks to the entire 
amendment. Am I correct in that? 

Mr. LA FOLLETTE. Yes; but if the 
amendment is to go into the bill I do not 
want to see it broadened. 

Mr. TYDINGS. If the Senator will 
allow me, I should prefer to withdraw 
my amendment, and have the Senator 
make his fight on the commit tee amend­
ment. Of course, if it is knocked out, 
there is no purpose in my offering the 
amendment. 

Mr. LA FOLLETTE. Whatever course 
the senior Senator from Maryland de­
sires to take is entirely agreeable to the 
Senator from Wisconsin. 

Mr. TYDINGS. I withdraw the 
amendment, until the Senate takes a po­
sition on the matter, and if it is adverse, 
then, of course, there is no use offering 
the amendment, but if it is to be re­
tained, then it should include all the 
utilities. 

The PRESIDING OFFICER. The 
senior Senator from Maryland withdraws 
his amendment. · 

Mr. LA FOLLETTE. Mr. Presid~nt, I 
wish to reiterate what I stated at the 
outset. If there ever was any justifica­
tion :Zor this amendment it seems to me 
it has gone by the board, now that the 
Senate Finance Committee and the Sen­
ate have decided to eliminate the amend­
ments which would have excluded thou­
sands of items and other component ma­
terials and parts going into war mate­
riel. The cost of the power in produc­
ing a tank, a plane, or in producing 
aluminum is just as much a component 
pa_rt of the cost of the product as are 
the materials which go into it. In my 
opinion there is no more excuse for elim­
inating from renegotiation a utility con­
tract which was entered into under the 
exigencie::; and pressures of the war · ne­
cessity and emergency than there would 
be to eliminate a commodity which goes 
to make up the final product which is 
use'Q by the men in the armed services. 

The contention will be made here, I 
assume, as it was in the committee, that 
there are regulatory bodies constituted 
under State law which have general su­
pervision over public utility rates and 
charges; but these are exceptional types 
of contracts. They are contracts in 
which 1,000 kilowatts or more of elec­
tric energy is being furnished. These 
are contracts in which the utilities pro­
vided additional facilities, and the pro­
curement officials were under the same 
pressure, they were under the disadvan­
tage of the same lack of experience, as 
they were when they contracted for 
tanks, machine guns, trucks, and all the 
other thousand-and-one items which are 
being produced for war. 

Mr. President, it is not possible to 
state precisely in dollars and cents the 
effect of the proposed exemption as re­
lated to war contracts for electricity and 
gas. Only the major electrical con­
tracts, 1,000 kilowatts and over, of the 
principal procurement agencies, and 
only a relatively small part of the war 
contracts for natural and manufactured 
gas, have been filed with the Power 
Commission. 

It is almost impossible, without de­
tailed investigation, to determine 
whether the rate in any particular con­
tract is a public rate filed with or reg­
ulated by a public regulatory body. A 
few facts will, however, indicate the 
enormous size of the Government's obli­
gations for such utility service, and t:e 
vital importance of reviewing and, where 

• necessary, renegotiating such contracts 
to eliminate unreasonable and excessive 
profits. 

In response to a directive of the Pres­
ident dated October 22, 1942, to the Fed­
eral. Power Commission and to the 
various war power procurement agen .. 
cies, there have been filed with the Com­
mission for review 880 major contracts 
for the purchase of power for war plants 
and establishments, each involving 1,000 
kilowatts of demand or over. I ask that 
a copy of this order be inserted at the 
conclusion of my remarks. 

The PRESIDING. OFFICER. Is there 
objection? The Chair hears none, and 
it is so ordered. 

<See exhibit A.) 
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Mr. LA FOLLETTE. ·Mr. President, 

the four agencies covered by the existing 
renegotiation statute-the War Depart­
ment, the Navy Department, the Recon­
struction Finance Corporation, and the 
Maritime Commission-have filed 758 
such contracts, and the remaining agen­
cies, such as the F. H. A., the F. W. A., 
and others, 122 contracts. These are all 
contracts in which the Federal Govern­
ment is the purchaser, or has assumed 
an obligation to guarantee payment 
thereof. 

In other words, Mr. President, these 
are only contracts which the Govern­
ment itself or its agencies have made 
directly with the private utility corpo­
rations, or are instances in which the 
Government has guaranteed the pay­
ment of the contract involved. 

Since the review of these contracts 
was undertaken pursuant to the Presi­
dent's directive, the rates and charges 
in 156 contracts have been analyzed and, 
after proper adjustments, appro'ved by 
the Fcdeml Power Commission as of No­
vember 27, 1943. Of the contracts ap­
proved, 127 were new contracts, and 29 
renegotiations of existing contracts. 

As a result, more than $3,000,000 a 
year, representing excessive profits in­
herent in the rates offered by the utilities 
for these loads, have been saved to the 
Government. In addition, excessive 
profits of approximately $5,000,000 in 
nonrecurring charges were eliminated 
from paym~nts on facilities and penalties 
for contract cancelation, and so forth. 

These 156 contracts represent an an­
nual power bill of $45,000,000, and a use 
of electric energy of almost 9,000,000,000 
kilowatt-hours. I realize that when we 
are dealing with billions of dollars this 
total sum may not seem to be so signifi­
cant; but it is just as important; if by 
renegotiation we are to undertake to 
prevent 'excessive or exorbitant war 
profits, to prevent them in those in­
stances where private utility companies 
have contracts y.rhich produce such prof­
its as those, as to prevent_ them in the 
production of any item or article or im­
plement which is utilized in connection 
with our war effort. 

Mr. WALSH of Massachusetts. Mr. 
President, will the Senator from Wis­
consin yield? 

Mr. LA FOLLETTE. I yield. 
Mr. WALSH of Massachusetts. As I 

understand the figures given in the state­
ment by the Senator, the very_ existence 
of the renegotiation law has permitted. 
better terms in the contracts made by 
certain agencies of the Government with 

·_ these utilities, and, independent of what 
renegotiation has recaptured in the way 
of excess profits, it has resulted in sav­
ings to the Government. 

Mr. LA FOLLETTE. I think that is 
true, but the point I was trying to make 
was that the agencies have already re­
negotiated 29 contracts which were in 
existence. The President's directive has 
given them the authority also to approve 
new contracts which are entered into 
following the issuance of his Executive 
order. But the amendment which was 
sponsored by the junior Senator from 
Maryland in the committee is designed 
to eliminate from renegotiation public 

utility contracts wherever rates and 
charges are promulgated by or filed with 
a State regulatory body. So far as I 
know, it will include all the States of the 
Union. In short, it is a naked propo­
sition to eliminate from renegotiation 
the contracts which the Government or 
its subsidiary corporations have entered 
into directly with the private utility com­
panies and those contracts in which the 
Government has guaranteed the pay­
ment to the utility companies. 

Mr. WALSH of Massachusetts. Mr. 
President, will the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. WALSH of Massachusetts. The 

Senator referred to a $3,000,000 saving, 
How was . that obtained? 

Mr. LA FOLLETTE. I said that, in 
addition, excessive profits of $5,000,000 
in nonrecurring charges were eliminated 
from payments on facilities and penal­
ties for contract cancelation. Many of 
the utility companies contracted either 
with the Defense Plant Corporation or 
with corporations which were furnish­
ing war materials, to supply ·additional 
facilities as well as current, and it has 
been found that, so far as they have gone, 
$5,000,000 has been saved in that field 
alone. 

Now I am not charging that the public 
utilities were out to gouge the Govern­
ment any more than I charge that the 
typical war contractor was out to gouge 
the Government. · The fact is that no 
one knew.in the burly-burly, hectic days 
of converting this country to war what 
it would cost to turn out articles of war, 
and. the load factors in these public util­
ity contracts were so high that the expe­
rience of the utility companies and the 
State commissions did not extend to 
contracts of this magnitude. So they 
have already discovered excessive profits. 
But if the Senate should agree to the 
amendment adopted by the committee 
and sponsored by the Senator from Mary­
land, in the face of the record that al­
ready by agreement the utilities have 
been induced to reduce their rates, by one 
fell swoop the action of the Senate would 
exempt from renegotiation other con­
tracts in which there are excessive profits. 

It might as well be said, Mr. President, 
because an article had been furnished as 
a component part of a tank, and it was 
found on renegotiating some of the con­
tracts that an exorbitant profit already 
had been made, which the manufacturer 
h imself had admitted and agreed to with 
the renegotiation agency, that now, in 

· the face of that situation, it would be 
decided not to renegotiate any more of 
those contracts. 

Mr. President, my contention is, and 
I shall show that in the first place, the 
State utilitY -commissions are not pri­
marily interested in the problem of the 
Government in .this situation; and, in the 
second place, I shall show that only six 
of the States have empowered their util­
ity commissions to force public utility 
corporations to make refunds. My own 
State is one of those that does not give 
this power to its commission, and that 
was because of an obvious theory. The 
theory was that the commission was to 
be put -under all possible obligation to 
arrive at a fair and reasonable rate in 

tl1e first instan_ce, ~ng many persons who 
are students of public utility legislation 
agree that it is a mistake to give a com­
mission the power. to make refunds be­
cause then it has less pressure upon it to 
arrive at a fair and reasonable rate in 
the first instance. 

There is now in active progress the 
review of 123 contracts involving energy 
use of 7,000,000,000 kilowatt-hours a year 
and annual bills of $46,000,000. That is 
.already in progress. I reemphasize the 
fact that the present statute and the 
Executive order do not give the power of 
renegotiation over contracts unless they 
have been entered into directly with the 
Federal Government, or unless the Fed­
eral Government has undertaken to pay 
the cost of the electricity. But if the 
Senate shall adopt the amendment pro­
posed by the Senator from Maryland, 
which is endorsed by the committee; it 
will result in stopping the Federal Power 
Commission from renegotiating 123 con­
tracts which are now in progress, involv­
ing . 7,000,000,000 kilowatt-hours a year 
and annual bills of $46,000,000. 

How will Senators justify that, Mr. 
President, 'in the light of the fact that 
we are proposing to leave the renegotia­
tion statute unimpaired insofar as con­
cerns its jurisdiction over every other 
item, article, and element of cost in pro­
ducing tanks, machine guns, small arms, 
planes, and ships, and all the other things 
that are being used by the men in the 
armed services of the United States? 
Will Senators do it simply on the ground 
that there are 48 public utility commis­
sions in the United States, only 6 of 
which have authority under their own 
statutes to force a public utility to re­
gurgitate any of its profits even if they 
found them to be excessive? But with 
the manpower shortage, which has hit 
every public utility commission in the 
United States, just as it has hit every 
other arm of State and Federal Govern­
ments, the commissions today are over­
burdened with work in discharging their 
primary _responsibility and their sole re­
sponsibility under their State statutes as 
written, namely, to provide fair and rea­
sonable rates to residential, to commer­
cial, and to industrial users. 

Mr. President, the State utility com­
missioners have no primary interest in 
the problem which the Government con­
fronts. The experience of the Commis­
sion with the 156 contracts which have 
been approved and the 123 now in active 
progress conclusively indicates that ex­
cessive profits on war contracts exist in 
substantial amounts. This experience 
likewise makes it possible to estimate the 
amount of such excessive profits that can 
be expected to be found in the remaining 
contracts which have already been ex­
ecuted and may be subject to renegotia-
tion. · 

There is . a total of 530 such contracts 
on file with the Commission, of which 
the four renegotiating agencies, War, 
Navy, R. F. C., and Maritime Commission, 
have 448. These contracts include an 
estimated annual bill for power of over 
$157,000,000. Those are only contracts, I 
reiterate, in which the Federal Govern­
ment has entered into a direct contract 
with the utility through a subsidiary cor-
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poration owned by the Government, or 
in which the Federal Government has 
agreed to pay the bill to the utility com­
pany. They represent an annual use of 
electricity-mark these figures, Mr. Pres­
ident-in excess of 28,000,000,000 kilo­
watt-hours, and an estimated demand in 
excess of 4,000,000 kilowatts. It can be 
reasonably expected, on the basis of past 
-experience, that excessive profits of ap­
proximately $8,000,000 annually are rep­
resented in the rates incorporated in 

. these contracts, in addition to $9,500,000 
of excessive nonrecurring charges for 
facilities, and so forth. 

A detailed analysis of the savings which 
have been secured and may be expected 
from the readjustment and the renego­
tiation of major war power contracts by 
the Federal Power Commission in coop­
eration with the principal procurement 
agencies is available, and will be of in­
terest to the Senate. Therefore, I ask 
unanimous consent to have it printed in 
the RECORD at the conclusion of my re­
marks. 

The PRESIDING OFFICER (Mr. 
WALSH of New Jersey in the chair). 
Without objection, it is so ordered. 

(See exhibit B.> 
Mr. LA FOLLETTE. Thus, Mr. Presi­

dent, in 880 war power contracts filed 
with the Commissim there is represented 
an annual cost to tht Government of ap­
proximately $250,000,000. Even · in this 
day of expenditures of billions of dollars, 
I claim that sum is not "hay." 

Including: the excessive profits already 
eliminated in the 156 contracts approved 
by the Commission, the total excessive 
profits involved ma.y be expected to ex­
ceed $12,000,000 a year, and the exces­
sive nonrecurring charges may be ex­
pected to amount to approximately 
$15,000,000. 

In other words, Mr. President, al­
though it is proposed to eliminate these 
contracts from renegotiation as if they 
were contracts upon which performance 
might be concluded, yet these are con­
tinuing contracts which in all probabil­
ity will go on to the end of the war. 

Particular attention is directed to the 
fact that the $250,000,000 is an annual 
payment and the $12,000,000 is an an­
nual excessive profit. Thus, if the war 
eventually lasts 4 years, the total pay­
ments under these contracts may reach 
$1,000,000,000. Likewise, the excessive 
profits are cumulative, and during such a 
period may reach $48,000,000. -~ 

Mr. President, I digress long enough to 
say that I do not think the amendment 
would be of any service to the public 
utility corporations. I think they are in 
the same boat with any other producer 
or manufacturer. If the theory of rene­
gotiation is sound, in order to prevent 
industrial producers from obtaining ex­
cessive or exorbitant profits out of the 
war, it is sound that the utility com­
panies should not do so. There has not 
been a scintilla of evidence before the 
Senate Finance Committee, or, so far 
as I know, before the House committee­
although I can speak with authority only 
so far as the Senate Finance Committee 
is concerned-to justify the amendment. 
There is not a scintilla of evidence to 
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show that in the renegotiation of these 
contracts the Federal Power Commission 
has injured a single utility corporation. 

Mr. President, in the face of that kind 
of a record, is the Senate going to place 
itself in the position o: saying that, 
merely because there are 48 State utility 
commissions in the United States-State 
utility commissions which, I reiterate, 
are not equipped to handle or primarily 
interested in handling this problem­
there shall be eliminated from renegotia­
tion these utility contracts under which, 
as has been demonstrated, because of 
the exigencies of the conditions under 
which they were negotiated in the first 
place, excessive profits or exorbitant 
profits have been found to exist? The 
Senate will be flying in the face of the 
whole record if it agrees to the amend­
ment. 

These excessive profits and charges 
are largely due to improper and incor­
rect application of published rates to 
loads for which such rates were never 
designed or intended. That is the milk 
in the coconut, Mr. President. The pro­
posal here is that, because a State utility 
commission in the rightful discharge of 
its responsibility under State law has 
fixed fair and reasonable rates for com­
mercial, residential, and industrial users 
in peacetimes, therefore, merely because 
those rates are in existence, they should 
be applied to these enormous contracts 
for extraordinary utilization of public 
utility services, with an enormous load 
factor involved. 

Mr. President, there is a great differ­
ence, so far as economic result is con­
cerned, in producing 1,000 items which 
go into a war machine, and perhaps in­
volve the return of a reasonable and fair 
profit, and in furnishing for the same 
price 200,000 of those items, with there­
sultant return of an excessive and exor­
bitant profit. That is exactly what hap­
pened and exactly what will happen. 
The Government will never get back a 
penny of such excessive profits if we 
agree to the Radcliffe amendment; be­
cause, as I shall show, in some cases 
these load factors are enormous. The 
load is a primary load, not a fluctuating 
load. It is a load which goes on, in many 
instances, 24 hours a day, 7 days a week. 
The "load is a superprcfitable one. There 
is nothing like it in the ·experience of the 
private utility companies or in the ex­
perience of the Commission. 

I point out again, Mr. President, that 
in the United States there are only six 
State utility commissions which have the 
power to make any of the utilities dis­
gorge any of these excessive profits, even 
if they took their time, and turned their 
attention away from their sole obliga­
tion under the statute of fixing fair and 
reasonable rates for commercial, resi­
dential, and industrial users, in order 
to go into the matter and ascertain the 
situation. 

Mr. VANDENBERG. Mr. President, 
will the Senator yield? 

Mr. LA FOLLETTE. I yield. 
1.\11'. VANDENBERG. I do not know 

why the State utility commissions should 
have any great interest in endeavoring 
to delve into such situations, becau::J 

never before have there been, and never 
again will there be, any such enormous 
load contracts. 

Mr. LA FOLLETTE. Mr. President, I 
think the Senator fs 100-percent cor­
rect, because, as I have said before, and I 
now repeat, the Stat~ utility commis­
sions do not have any concer4 with these 
questions. The matter of excessive 
profits on such contracts is soiely of con­
cern to the Government, in the case of 
contracts in which the Government is a 
direct party to the contract, or con­
tracts under which the Government un­
derwrites the payment to the utility 
companies. 

A rate which may be reasonable when 
applied to a plant operating with a 1,000 
kilowatt load, operating 8 hours a day, 
becomes absurd, fantastic, and extor­
tionate when applied to a great war plant 
with a 25,000-kilowatt load, operating 24 
hours a day, 7 days a week, and in many 
instances 365 days a year. It does not 
require an expert on utility rates, or an 
expert on anything else, to understand 
that if we apply the rate for a 1,00.0 kilo­
watt load to a 25,000 kilowatt load, there 
will be exorbitant profits. Yet if we fol­
low the recommendations o1 the Senator 
from Maryland and the Finance Com­
mittee, we shall be eliminating such con­
tracts from renegotiation. 

All the loads involved in these war­
power contracts are large. The ·load 
factors generally are abnormally high, 
due to 24-hour plant operation. Even . 
the minimum-sized, 1,000-kilowatt de­
mand established by the Commission for 
filing under the President's directives 
would be considered a large load on any 
utility system in the country, and for 
some systems this minimum size would 
be larger than the largest industrial load 
pr~viously handled on the system. 

Mr. SHIPSTEAD. Mr. President, will 
the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. SHIPSTEAD. Does the Senator 

mean to contend that these huge con­
tracts are let without a proper rating of 
load with relation to price, or price with 
relation to load? 

Mr. LA FOLLETTE. These contracts 
were entered into under the same condi­
tions as the contracts for war material 
were entered into. They were entered 
into at a time when the Government was 
more concerned with getting the prod­
ucts than with the prices paid for them. 
But we enacted a renegotiation statute 
as a means of remedying any erroneous 
procurement procedures which have been 
indulged in because of the exigencies and 
nece~sities of that critical hour in our 
war experience. No rates were published, 
as provided for in this amendment, be­
cause in many instances the highest load 
factor established under those rates was 
far below anything a commission had 
ever fixed; and because often the con­
tracting officers for the Government said, 
"We do not have time to go into this 
thing; we will just take the lowest pub­
lished rate." Because the published rates 
were applied to those contracts in many 
instances, and have already revealed ex­
cessive profits, which the utilities have 
agreed are excessive, and for which they 
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have made refunds, I am strenuously ob­
jecting to this amendment. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. FERGUSON. Was there any evi­

dence before the committee that the sev­
eral public utilities had in mind these 
particular contracts when they fixed the 
rates? 

Mr. LA FOLLETTE. No; there was 
no evidence before the committee at all 
to justify doing anything about this. 
This was done in executive session. But, 
as the Senator knows, the fact is that 
when the war started loads of this size 
were not in the experience of either in­
dustrialists_ or commissions, and so .the 
published rates have nothing to do with 
enormous prime load factors such as are 
involved in this situation. 

Mr. FERGUSON. Then we can as­
sume that the contracts entered into 
were not such contracts as the public 
utility commissions were intended to 
regulate, 

Mr. LA FOLLETTE. That is true. 
The published rates were never designed 
to cover such contracts. Before I finish 
I shall show the Senator a load factor 
which he will immediately recognize as 
·something extraordinary. 

Mr. VANDENBERG. Mr. President, 
will the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. VANDENBERG. I do not believe 

it would be possible for a commission to 
establish a standard rate for the kind of 
loads that are involved in this situation. 
I do not believe there is any way to ar­
rive at a just result except by negotia­
tion. 

Mr. LA FOLLETTE. I think the Sen­
ator has made a very important point. 
The published rate must apply to every 
consumer who falls within the categ"ory 
of a consumption established. But these 
are special cases. They do not look at 
any contract for. less than a 1,000-kilo­
watt load, and many. of these contracts 
are for enormously greater loads. We 
can find out whether the charge is ex­
cessive or not only after we have had 
experience. We can go back and rene­
gotiate the contract. I reiterate, Mr. 
President, that there was not one scin­
tilla of evidence before the committee to 
justify this proposal, and there has been 

.no presentation of any facts to show that 
any private utility company has been in­
jured or aggrieved by the renegotiations 
which have already taken place. 

Mr. BURTON. Mr. President, will the 
Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. BURTON. I was absent during a 

portion of the Senator's statement. The 
language of the amendment is: 

(E) Any contract or subcontract with a 
common carrier for transportation, or with 
a public utility for gas or electrical energy, 
when made in either case at published rates 
or charges filed with, or fixed, approved, or 
regulated by, a public regulatory body-

As I understand, many charges are 
filed with regulatory bodies which are 
not regulated, fixed, or approved. This 
language would let them out from under 
renegotiation if the rate were merely 
filed. Is that not correct? 

Mr. LA FOLLETTE. The Senator is 
correct. All they would have to do would 
be to file the rate with a commission 
somewhere, 'and they would be out from 
under renegotiation before the commis­
sion had time to turn around and look 
at it. 

Mr. RADCLIFFE. Mr. President, will 
the Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. RADCLIFFE. In many cases, 

when such rates are filed they stand un­
less disapproved. That particular lan­
guage has reference to transportation 
rates. · 

Mr. LA FOLLETTE. Not the way it is 
written. 

Mr. GEORGE. Mr. President, will the 
Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. GEORGE. The language relates 

only to the transportation of passengers 
or freight. I offered that amendment 
myself. It appeared in the hearings be­
fore the committee that the War and 
Navy Departments do not undertake to 
renegotiate contracts made with any 
railroad, commercial air line, or other 
utility, when such rates are fixed. I of­
fered that amendment to relate only to 
transportation, because I had a state­
ment, which I regarded as authentic, to 
the effect that the method of fixing rates, 
for example, on the commercial air lines 
is merely to file a schedule of rates. If 
no objection is made, the rates finally 
become effective. 

Mr. LA FOLLETTE. The Senator 
may have intended it to apply only to 
transportation--

Mr. GEORGE. I did. 
Mr. LA FOLLETTE. I refer to the 

Senator's judgment. However, the way 
the language is drafted, it would appear 
to me otherwise, because it reads: 

Any contract or subcontract with a com­
mon carrier for transportation, or with a 
public utility for gas or electrical energy, when 
made in either case · at published rates or 
charges filed with, or fixed, approved, or regu­
lated by a public regulatory body. 

Mr. GEORGE. It applies only in 
transportation cases. The draftsman 
simply merged the sections. 

Mr. LA FOLLETTE. Whatever he 
did, the end result accomplished was to 
apply the provision to both transporta­
tion and other public utilities. 

Mr. GEORGE. That may be so; but 
that was done by the drafting service. 
They were in separate sections. 

Mr. LA FOLLETTE. I am not ques­
tioning the Senator's position on the 
matter, but that is the result. 

Mr. GEORGE. I think the Senator 
will fmd, however, that there are no filed 
rates which become applicable in any 
casB except in the case of transportation 
companies. I do not believe that gas 
and electric companies are regulated 
merely by permitting them to file their 
rates. That practice obtains only so 
far as transportation is concerned. 

Mr. LL FOLLETTE. An examination 
of the 48 State statutes will reveal that 
they do permit rates to be filed. 

Mr. GEORGE. That may be; but I 
was advised to the contrary. I simply 
wished to explain that that language is 
now applicable to all utilities, whereas 

it was originally intended to apply only 
in the case of transportation. 

Mr. LA FOLLETTE. As I recall, the 
Senator's statement is 100-percent cor­
rect; but the way it came from the com­
mittee it applies to both. 

Mr. GEORGE. That happened in the 
drafting. 

Mr. LA FOLLETTE. The largest sin­
gle contract is that for the New York 
aluminum plant of the Defense Plant 
Corporation, which uses in excess of 
2,000,000,000 kilowatt-hours annually, 
costing approximately $12,000,000. 

I venture the assertion that there is 
no similar contract anywhere else in the 
United States, and to apply the published 
rate to this company and let them out 
from renegotiation would result in ex­
cessive profits which I do not believe any 
Senator would care to try to justify on 
this floor. 

Mark this: This single load is more 
than the total energy requirements of 
the Wisconsin Electric Power Co., which 
serves .the cities of Milwaukee, Racine, 
Kenosha, and surrounding areas in Wis­
consin, comprising one of the highly in­
dustrialized sections of my State. This 
one contract in New York is for more 
energy than is required in all those im­
portant industrial cities in the State of 
Wisconsin. Yet, because the New York 
Commission has published some rates 
dealing with peacetime situations, the 
Senator from .Maryland would eliminate 
that and all these other contracts from 
renegotiation. 

The New York contract involves the 
use of more electric energy than is pro­
duced in any one of 20 States, including 
such States as Colorado, Florida, Kansas, 
Maine, Oklahoma, and Rhode Island. 
This one plant is taking more power than 
is produced in any one of those States. 
Does any Senator believe there is a pub­
lished rate to cover it? 

Other war power contracts, some of 
which involve possible renegotiation, 
provide for the purchase of enormous 
quantities of energy, ranging from 300,-
000,000 to more than 1,000,000,000 kilo­
watt hours a year, with annual charges 
of millions of dollars. Even the small 
war plant contracts of, say, 5,000 kilo­
watts, cover the purchase of as much 
electricity as is consumed by the resi­
dential consumers of cities with 100,000 
population, if not more. 

In normal times, industries having 
loads of the magnitude involved in these 
war contracts seldom, if ever, purchased 
their power under published ·rates. It 
has been established procedure for in­
dustries considering the location of an 
industrial plant of the size of these war 
loads to undertake negotiations with two 
or more utility companies for a rate con­
tract. In many States the rates finally 
agreed upon by the industry and the 
utility are not required to be published, 
but are usually incorporated in special 
contracts which may or may not be filed 
with the State commission. 

When negotiating contracts for the 
purchase of large blocks of power, pro­
spective industrial consumers have al­
ways used the competitive threat of in­
stalling their own power-generating fa­
cilities in lieu of purchasing service from 
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the utility. Such alternative, of course, 
could not be used either by industry or by 
Government during the war, due to the 
lack of critical materials for such gener­
ating facilities. 

In other words, normal factors of com­
petition, or the normal effects of the pos­
sibility of a huge user of industrial power 
to establish its own plant, was a factor 
in negotiating the contract. Those fac­
tors are out now, and were out at the 
time the contracts were entered into, be­
cause of the shortage of critical mate­
rials. 

Obviously, also, the normally pro­
tracted peacetime negotiations of such 
contracts, usually requiring the use of 
consultants and detailed cost studies, 
could not be undertaken by the Govern­
ment during the early part of the de­
fense and war program. It was entirely 
natural, therefore, for the various war 
agencies to concentrate upon getting im­
mediate service at any cost, rather than 
risk delay in production because of ex­
cessive rates. But the contracts that 
were made should now be reexamined, 
and, when necessary, renegotiated. They 
should not be eliminated from renego­
tiation by an act of the Senate without 
a scintilla of evidence before the Finance 
Committee to justify it. 

Even where the utilities have published 
rates applicable to loads of the sizes cre­
ated by these war establishments, such 
rates under war conditions may sub-

. stantially exceed the costs of service, plus 
a reasonable profit. This arises from the 
fact that today the utilities are generat­
ing and selling proportionately more 
electric energy from their facilities than 
was ever contemplated under normal 
operating conditions. 

In other words, the prime demand 
upon the utilities has been stepped up, 
and it is the primary load factor that 
represents the cream of the business. 
That is the lush business of a utility. 
The secondary power is the power which 
is always sold ·cheaply. But it is the 
prime load which is the one which pro­
duces the greatest return. Because of 
expenditures of billions of dollars all 
over the United States the demand upon 
utility companies has risen to such a 
point that their primary load factors 
have reached a level which was not con­
templated at the time the published rates 
were promulgated. 

The addition of these large war loads 
has thus served to bring substantial 
amounts of additional revenue not antic­
ipated when the published rate sched­
ules were designed. This condition re­
duces the cost of the product or service. 
The situation in all respects is similar 
to the lower unit costs experienced by 
general manufacturing and industrial 
concerns during the war as a result of 
their operating at full capacity and for 
long hours. Consequently, review and 
renegotiation of electric utility contracts, 
even when made at established rates, is 
just as necessary as for other war con­
tracts. 

Furthermore, the fact that a rate is 
published or filed with a State utilities 
commission does not necessarily mean 
that such rate has been approved or 
analyzed by the Commission or its staff. 

In the 156 contracts approved by the 
Commission, it has accepted the appli­
cation of the lowest published rates 
where they properly fitted the conditions 
of the load involved and were found to 
be consistent with the utilities' costs 
plus a reasonable profit. 

In other words, where the published 
rates promulgated by the Commission 
have been found to be equitable and ap­
plicable, the Commission has not disre­
garded them. They have done so only 
in cases where there was excessive profit, 
or where there was a huge load factor 
due to war. That is the milk in the 
coconut, Mr. President. 

Many war loads were doubled or 
tripled in size after the contract was 
signed, or even after service had been 
taken for a year or more. These 
changed conditions may easily make the 
rate established in the original contract 
excessive for the increased loads, and 
consequently make it necessary for the 
original contract to be renegotiated. 

Senators are all familiar with the 
war plants which have grown by leaps 
and bounds. SJme of them have been 
trebled in size. It must be clear that the 
original rate fixed for the original unit 
of the plant on a load factor which has 
trebled or quadrupled is bound · to result 
in exorbitant profit. Yet the amend­
ment now before the Senate would pre­
vent the Government from renegotiating 
such a contract and perhaps get back 
these excessive, extortionate profits. 
Such an adjustment would conform with 
common peacetime practice of utility 
companies in the handling of smaller 
industrial loads served under published 
rate schedules when the load character­
istics change and make a lower rate 
applicable. The Government should not 
be denied the normal privilege of chang­
ing rates when loads and other control­
ling conditions change. Yet that is 
what will be done if this amendment 
should be adopted. · 

Published rates are usually fixed by 
State utility commissions in the field of 
domestic and commercial use, as a result 
of periodic rate proceedings; but utilities 
are constantly making and filing special 
rates and contracts for service to their 
large industrial customers. Similarly, 
while service and rates to domestic and 
commercial users may be subject to close 
regulation .by State commissions, this is 
not usually true with respect to large 
power rates and rates to Government es­
tablishments. Utilities, with the general 
approval of State commissions, have al­
ways operated on the principle that rates 
for large power loads must be fixed at 
that level, above out-of-pocket costs, nec­
essary to get the business and that, 
through this practice, the general public, 
as represented by the small domestic and 
commercial users, is benefited. Thus, 
regulation in the generally accepted 
sense does not apply to the rates of these 
war power contracts. 

The strongest reason for not exem~)t­
ing utility contracts from Federal statu­
tory renegotiation lies, however, in the 
fact that only 6 of the 48 States have 
public-service commissions equipped _ 
with the necessary legal authority to 
order the refunding of such unjust and 

excessive overcharges as may have been 
levied by electric utilities under existing 
contracts. In other words, in only 6 
States are the commissions empowered 
to require refunds. Forty-two State 
commissions do not have such power. 
Yet it is sought here to justify eliminat­
ing these contracts which are already 
shown to be producing excessive or ex­
orbitant profits, when 42 States in the 
Union cannot do anything to protect 
the Government even if they wanted to. 

It is obvious that if, as there is strong 
reason to believe, many of the 530 exist­
ing war power contracts contain rate 
provisions which are not in aocord with 
the lowest published schedules, the Gov­
ernment clearly should be entitled to re­
funds representing ·the amount of the ex­
cessive and improper over-charges. 
Similarly, if the Government has made 
excessive ·payments for the special fa­
cilities required to render service, it 
should be able to recover the amount of 
the excess. 

But a careful examination of the 
State statutes indicates that only six of 
the States-Arizona, California, Maine, 
New Hampshire, Pennsylvania, and 
Washington-have created utility com­
missions endowed with the necessary 
authority to determine the amount of 
such past over-charges and require the 
utility to refund the amount of the ex­
cess. 

Nor should it be forgotten that eight 
of the States, in all of which important 
war plants and establishments are lo­
cated, do not have State commissions 
with authority to regulate electric utility 
rates and charges. 

It · is, therefore, clear that the State 
utility commissions generally do not 
possess the statutory authority necessary 
to enable them to assist the Federal Gov­
ernment in the recovery of excessive 
charges, even if existing contracts should 
be proved to contain rates and other 
provisions which such -commissions 
would determine to be unreasonable. 

The necessity for statutory authority 
to renegotiate war power contracts and 
require refunds of past excessive profits 
has· been repeatedly demonstrated by 
the experience of the Commission to date 
with these contracts. This experience 
has revealed that changes in the contract 
n:.tes, terms, and conditions have been 
necessary in four out of five contracts 
reviewed, and refunds have been required 
in a number of them. Among these cases 
may be cited the following examples: 

In December 1942, two shipyards, one 
of which was privately operated and the 
second operated by the Maritime Com­
mission, were combined as to electrical 
service and both operated by the Mari­
time Commission. These shipyards, lo­
cated in Portland, Maine, are served by 
the Central Maine Power ·co. A review 
of the contracts and load conditions in 
1943 revealed that no recognition had 
been given to the application of a proper 
rate to the combined loads and that not 
only was a substantial refund due to the 
Government but that the rate for the 
future should also be lower. Numerous 
conferences with the utility representa­
tives brought no results. It was only 
after the utility company was advised 
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that, unless a settlement was made in 
this matter, the contract would be re­
ferred to the Renegotiation Board of the 
Maritime Commission for action that the 
utility company agreed to refund to the 
Government $244,000, representing the 
excessive charges from December 1942 
to Dzcember 1943. The lower rate will 
represent a future saving to the Gov- · 
ernment of approximately $270,000 a 
year on service to these two shipyards 
alone. Yet, if this amendment ..shall be 
adopted, the renegotiation of these con­
tract situations will be prevented. 

Fort Eustis, Langley- Field, Fort Mon­
roe, Camp Pickett, Fort Belvoir, and 
Camp Patrick Henry are all served by the 
Virginia Public Service Corporation. 
The War Department had paid for the 
installation of the facilities necessary to 
provide service to these establishments. 
An analysis of the situation revealed 
that the company was using some of 
these facilities for general system serv­
ice, that other charges made were unrea­
sonable, and that the rate charged for 
service was excessive. In other words, 
the Government paid for the facilities 
for these camps, put up all the money' 
and yet it was found that the company 
was using a part of the facilities in­
stalled and paid for by the Government 
to supply its private consumers. While 
the War Department had exempted 

· these contracts from renegotiation, the 
case was taken up with the company, 
which has been cooperating with the 
Commission in other matters. At a re­
cent conference, the company agreed to 
refund approximately $110,000, reduce 
rates to the camps that will lower the 
cost of energy by $100,000 annually, in 
addition to making other changes in the 
contract that will save the Government 
$46,000. If the company had resisted 
making the refunds and rate reductions 
thus determined to be just and reason­
able, the Vlar Department's exemption 
of these contracts from statutory rene­
gotiation, or the adoption of the Rad­
cliffe amendment, would permit the com­
pany to continue to make excessive prof­
its on these war loads. This is an excep­
tional case and it is reasonable to expect 
that the great majority of the utilities, 
or their controlling holding companies, 
in the absence of statutory renegotiation 
authority, will resist making refunds or 
reducing rates to Government war plants . 
and establishments. 

Of course they will. If the Senate 
takes action to strike down the power of 
the Government in this field, of course 
they will resist renegotiation of their con­
tracts and the refunding of exorbitant 
and excessive profits. , 

Mr. AIKEN. Will the Senator from 
Wisconsin yield? 

Mr. LA FOLLETTE. I am glad to. 
Mr. AIKEN. I assume the Senator is 

talking about paragraph (E) , on page 
181? 

Mr. LA FOLLETTE. Yes~ 
Mr. AIKEN. The language is "any 

contract or subcontract with a common 
carrier for transportation," and so forth. 
Does that cover any regular steamship 
line? Does it include any of the con­
tracts with steamship lines which have 
regular routes and run on regular sched­
ules? 

Mr. LA FOLLETTE. I do not think it 
would, though I am not positive. I know 
that the inclusion of the words "coi:nmon 
carrier" was intended to apply only to 
the railroads, but whether the language 
as drafted covers all other public utili­
ties, I could not answer. 

Mr. AIKEN. · This would apply only 
to railroads and utilities? 

Mr. LA FOLLETTE. Public utility 
companies and natural gas companies. 

The Federal Power Commission's ex­
perience in the analysis and adjustment 
of the hundreds of electric utility con­
tracts for service to Government war 
plants and establishments indicates that 
adoption of the proposed amendment ex­
empting the greater number of such con­
tracts from statutory renegotiation 
would be unfortunate and inequitable. 

Mr. AIKEN. Would the amendment 
cover trucking companies and bus com­
panies? 

Mr. LA FOLLETTE. I think it would. 
· Mr. AIKEN. If it covered bus com­

panies, there would be no renegotiating 
of the terms of their contracts? 

Mr. LA FOLLETTE. No. 
Mr. AIKEN. I have heard there was 

some difficulty in the matter of bus 
transportation at certain camps on the 
Atlantic coast. In case unsatisfactory 
contracts were made, such as at Bain-

. bridge, Md., would this provision of the 
bill prevent the renegotiation of such 
contracts? 

Mr. L/. FOLLETTE. It would, unless 
the contract was made at published rates 
or at rates filed with the Commission. 
Of course, to my mind tl;lat does not 
eliminate the difficulty in the situation 
the Senator points out, because my whole 
contention is that the published rates 
were never designed to cover the present 
extraordinary conditions of war. 

Mr. MAYBA!f!(. Mr. President, will 
the Senator be good enough to explain 
to me what are "published rates"? The 
public power companies, for instance, 
have one rate for one and another for · 
another, all agreed upon With the war in­
dustries that have developed. On the 
other hand, the Charleston Navy Yard 
makes a long-term contract with the 
power company in Charleston, which in 
turn buys from the State-owned public 
utiiity, which was built at public expense. 
I have been unable, through the Federal 
Power Commission or otherwise, to ascer­
tain what a published· rate is. If the 
Senator will explain that to me, I shall 
appreciate it. 

Mr. LA FOLLETTE. I assume it 
means the rates which are published by 
the State utility commission, the stand­
ard rates. It is the defect of this amend­
ment. The standard rates applicable to 
normal peacetime consumption of resi­
dential or commercial or industrial users 
are not designed to take care of these 
huge load factors of prime demanQ., and 
that is where the excessive profit comes 
in, if the contract has been negotiated in 
the first place at a published rate. 

The Senator probably was not in the 
Chamber at the time, but I pointed out 
that one aluminum plant in New York is 
consuming more power than is produced 
in any one of 20 States in the Union. Of 
course, there was not any published rate 
which would apply to an extraordinary 

situation of that kind. This contract 
produces $12,000,000 a year to the utility. 

Mr. MAYBANK. VV'ould the Senator 
term that a special rate? 

Mr. LA FOLLETTE. No; I am talking 
about the effect of the amendment. A 
Senator who votes for this amendment 
votes to apply the published rate. All the 
contractor has to do in order to get from 
under renegotiation is to enter in at a 
published rate, or one which has been 
filed, even, and not published by the 
State utility commission. 

Mr. MAYBANK. I may say to the 
Senator that I have no intention of vot­
ing for the amendment. 

Mr. LA FOLLETTE. I am delighted to 
hear that. 

Mr. MA YBANK. But I should like to 
have someone answer the question I 
asked, to which the Senator so ably re­
plied, but his reply was not a complete 
explanation, because there are special 
rates between defense plant corporations 
and this company and that company and 
the other company in the South. Many 
of the companies are owned in Wall 
Street, and there are special rates all the 
way down. 

Mr. LA FOLLETTE. Yes; and if the 
amendment shall prevail, although those 
contracts were made by subsidiaries of 
the Government itself, the contracts can­
not be renegotiated, provided the con­
tract terms are made under published 
rates, or even rates which are specially 
filed with the commission of South Caro­
lina. The commission would not even 
have to pass on them or approve them, 

Mr. MAYBANK. That was my under-
standing. · 

Mr. RADCLIFFE. Will the Senator 
from Wisconsin yield? 

Mr. LA FOLLETTE. I yield, 
Mr . . RADCLIFFE. The Senator will 

recall that a few moments ago the Sen­
ator from Georgia explained the use of 
the word "filed." I think his explana­
tion was very clear and very definite. If 
the Senator from Wisconsin thinks that 
additional language is necessary to carry 
out the point which the Senator from 
Georgia made, I am sure the Senator 
from Georgia would agree to it. 

Mr. LA FOLLETTE. I am opposed to 
the whole amendment, and I do not be­
lieve that a majority of the Senate of the 
United States will go on record to elimi­
nate these public utilities from negotia­
tion of these extraordinarily profitable 
contracts merely because there are some 
States which have regulatory State com­
missions, which are not primarily inter­
ested in these Government contracts. 

It is not their job to perform this func­
tion, It is their job to see that the resi­
dential consumer, or the ordinary com­
mercial or industrial user, gets a fair and 
reasonable rate, but the power demands 
we are now discussing are huge and they 
are prime demands. I keep reiterating 
that, becam;e that is where the profit is in 
the utility business, that is, in the prime 
load. Some of these loads run 24 hours a 
day, 7 days a week, 365 days in the year. 
Yet, under the amendment of the Sen­
ator from Maryland, merely because a 
State promulgated. or published a rate 
schedule sometime in the past, all these 
contracts would be eliminated from re­
negotiat ion, providing the contractors 
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conformed to a published rate, or one 
filed with the commission. 

Mr. MA YBANK. Mr. President, ·1 
might add that there is a 100-percent 
load factor in the war organizations to 
which I have referred, 24 hours a day. 

Mr. LA FOLLETTE. Yes; and that is 
where the utilities make the money. 

Mr. MAYBANK. Of course, the State 
authorities cannot adjust the negotia­
tions that were carried on between the 
Federal Power Commission, the Defense 
Plant Corporation, the public-utility 
companies in New York and elsewhere, 
clear on down into the smaller com­
munities of the South and West, or 
wherever they may be. 

Mr. LA FOLLETTE. The Senator is as 
correct about that as anyone could be. 

Furtnermore, the amendment would 
greatly interfere with the adjustment of 
rates and charges in contracts the final 
terms of which have not yet been agreed 
upon. It would unjustly discriminate 
against utilities whose war-power con­
tracts have already been properly ad­
just~d or renegotiated, and would un­
justly enrich the utilities which have re­
fused or resisted readjustments. In 
other words, there are companies which 
come in and, in a patriotic way, say "We 
did not know how much this was going to 
cost. It is more energy than we ever 
furnished to one consumer before in our 
existel'lce. We did apply an excessive 
rate to this. We have an excessivee~>rofit, 
and we are perfectly willing to agree to 
it ." They are the ones who will be 
penalized, but the recalcitrants who re­
fuse to make any adjustments will be let 
out in the clear, if we adopt the amend­
ment. 

Mr. MAYBANK. Will the Senator 
yield further? 

Mr. LA FOLLETr_rE. I yield. 
Mr. MAYBANK. Permit me to say 

again that I thoroughly agree with the 
Senator that there are some very ex­
cellent power companies in my section 
of the country who have gone along 100 
percent in the war. On the other hand, 
there are some companies, now in re­
ceivership, once owned by the Hopson 
group, stUI in Federal teceivership, and 
what I want to do is to protect the good 
companies. We have good companies. 
Then, too, no one group should be ex­
empted. 

Mr. LA FOLLETTE. I am not enter­
ing any indictment of the utility busi­
ness, or the people engaged in it. So 
far as I know, they have done a good 
and patriotic job, just as the great ma­
jority of those engaged in industry have. 
But now, after the Senate Finance 
Committee's action on yesterday, we 
have a bill before us in which it is pro­
posed to maintain the renegotiation 
statute. The exemption of standard 
commercial articles has been eliminated. 
Retroactive provisions, so far as open­
ing up agreements already entered into 
have been eliminated. Nearly all con­
tractors will be renegotiated except the 
private utility companies. And this, Mr. 
President, is to be justified on the false 
doctrine of States' -rights. It has no 
more to do with States' rights than it 
has to do with affecting the end of the 

war. States' rights are not involved 
here. 

Mr. MA YBANK. Mr. President­
The PRESIDING OFFICER (Mr. EL­

LENDER in the chair) . Does the Senator 
from -Nisconsin yield to the Senator 
from North Carolina? 

Mr. LA FOLLETTE. I yield. 
Mr. MA YBANK. I should like to make 

the observation that, as the distinguished 
Senator from Wisconsin knows, I believe 
in State's rights. 

Mr. LA FOLLETTE. Yes. 
Mr. MAYBANK. But today in Wash­

ington there are representatives from 
my State trying to settle between the 
Federal Power Commission and the De­
fense Plant Corporation questions with 
respect to what charge should be made 
for electricity upon the largest industrial 
developments in South Carolina engaged 
in connection with the war. 

Mr. LA FOLLETTE. Yes. It is not the 
responsibility of the State commission. 
I repeat now what I said earlier, that the 
State commissions, to my certain knowl­
edge, because of what I t· now about 
the Wisconsin commission, are in dire 
straits so far as manpower, experts, 
technicians, and legal staffs are con­
cerned. 

Mr. TYDINGS. Mr. President, will the 
Senator yield? 

Mr. LA FOLLETTE. I yield. 
Mr. TYDINGS. May I ask the Senator 

if the renegotiation phase of these power 
contracts deals only with that part or 
type of contract which has to do with 
the Federal Government, or whether it 
deals with the rates generally as divorced 
from the Federal Government contracts? 

Mr. LA FOLLE'ITE. It deals with con­
tracts entered into directly by the Re­
construction Finance Corporation, or any 
of the other agencies, or those contracts 
in which the Federal Government has 
agreed to pay the cost of electrical 
energy. 

Mr. TYDINGS. And it stops there? 
Mr. LA FOLLETTE. It stops there. 
Mr. President, as I said a moment ago, 

it has been attempted to justify this 
amendment on the false doctrine of 
States' rights; that renegotiation of pub­
lic utilities is an interference on the part 
of the Federal Government with the 
jurisdiction of the State utility commis­
sions. I deny all such contentions. I 
say, in the first place, that the State util­
ity commissions do not have primary re­
sponsibility for this task. Their job is to 
see that there are fair and reasonable 
rates fixed for private consumers under 
ordinary ~ircumstances. Secondly, they 
are handicapped because they have suf­
fered an attrition of their manpower just 
as every other State and local agency has 
suffered it. Third, these are extraordi­
nary contracts in which the cost of elec­
trical energy is just as much a cost of 
the aluminum as the clay, or the bauxite, 
or the labor, or the machine tools, or 
anything else that goes into it. It is pro­
posed to say to the men who now are 
flying planes on the battle front, when 
they come home, "Oh, yes, we renegoti­
ated the cost of the bauxite, we renego­
tiated the cost of the aluminum, we re­
negotiated the cost of the engines, we 
renegotiated the cost charged by the in­
strument makers and the tire makers, 

hut we adopted an amendment to elimi­
nate from renegotiation the cost of the 
electrical energy which went into the 
making of the aluminum of which the 
planes were built." Does that make 
sense? Is it justified? I say "No"; and, 
Mr. President, I want a record vote on 
this amendment. 

·Mr. President, I wish to say in conclu­
sion that I do not believe the adoption of 
the provision in question would be bene­
ficial to the State commissions. I do 
not believe its adoption would be bene­
ficial to the power companies. It is quite 
as important that the men and women 
who come back from overseas service 
cannot point the finger at utilitY com­
panies and say, "They made blood money 
out of this war" as it is that they cannoi 
point the finger at any other manufac­
turer or producer of service which has 
gone into the production of our war 
materiel. 

ExHIBIT A 
On October 22, 1942, the President al~o 

seut to Leland Olds, Chairman of the Fed­
eral Power Commission, a letter and outltne o! 
procedure, the texts of which follow: 

"I would like the Federal · Power Commis­
sion, after consultation with the procure­
ment agencies and the War Production 
Board, to establish the procedure, outlined in 
the attached memorandum, to effectuate the 
policies set forth in my letter of September 
26, 1942, addressed to the War Department, 
Navy Department, Maritime Commission, 
Defense Plant Corporation, Federal Housing 
Agency, and the War Production Board. 
"OUTLINE OF PROCEDURE FOR PURCHASE OF POWER 

FOR WAR PLANl'S AND ESTABLISHMENTS 

"1. Each agency directly or inqirectly re­
sponsible for power procurement to desig­
nate a power procurement officer to handle 
all contracts and arrangements for electric 
power as hereinafter provided. 

"2. Each agency to direct its representatives 
to report promptly to the power procurement 
officer each proposed procurement of power, 
in excess of a reasonable minimum, which in­
volves Government approval or any Govern­
ment obligation. Such reports to include all 
essential facts in accordance with forms ap­
proved by the Federal Power Commission. 

"3. Power procurement officers to refer such 
reports promptly to the Federal Power Com­
mUision, together with proposed contracts, for 
determination whether cheaper power sup­
ply is available and, if so, how it can be de­
livered. Federal Power Commission to issue 
necessary orders after consultation with War 
Production Board as to priorities and alloca­
tions. 

"4. Federal Power Commission to determine 
whether proposed rates and conditions are 
reasonable and, if unreasonable, to fix proper 
terms and otherwise cooperate with power­
procurement officers in effectuating arrange­
ments necessary for securing power on best 
possible terms. 

"5. Review and renegotiation of existing 
contracts to be in accordance with above 
procedure." 

EXHIBIT B 
WAR POWER CONTRACTs--SUMMARY OF SAVINGS 

EFFECTED BY FEDERAL POWER COMMISSION IN 
COOPERATION WITH PROCUREMENT AGENCIES 

AND ESTIMATES OF ANTICIPATED SAVINGS 

THROUGH CONTINUING REVIEW AND RENEGO-
TIATION 

I. Summa1·y of savings--contracts, reviewed, 
readjusted, and approped 

Demand-kilowatts____________ 1, 233, 137 
Annual use-1,000 kilowatt­

hours_______________________ 8,628,187 
Annual charges ________________ $45, 557, 712 
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I. Summary of savings-contracts, Teviewed, 

1·eadjusted, an d approved--Continued 
Annual savings to government: 1 

Rates---------------------- 2, 767,059 
Fuel and other clauses 2---- 259,005 

Total------------------- 3,026,064 

Other savings-nonrecurring: 
Nonrefundable connection 

charges__________________ 491,750 
I~itial demand charges_____ 215, 141 

Total____________________ 706,891 
Contingent savings :1s Cancela-

tion or refundable connection charges _______________________ 4,317, 283 

II. Estimated anticipated savings-contracts 
not yet reviewed or approved 

Demand-kilowatts___________ 5, 225, 000 
Annual use--1,000 kilowatt-

hours______________________ 35,500,000 
Annual charges _______________ $206, 000, 000 
Annual savings to Government_ 9, 500,000 
Contingent and nonrecurring 

savings____________________ 11,000,000 
1 Does not include estimated savings of 

$1 ,084,737 in rates and $724,981 in facility 
costs for 64 War Department contracts now 
being processed by the Commission. 

2 Based on first year's operations. 
8 Based on cancelation at end of 2-year 

period. 

Mr. RADCLIFFE. Mr. President, I 
rise in support of the committee amend­
ment which I had suggested and advo­
cated in committee. I wish to say a word 
in regard to the history of this situation. 
When the emergency price control bills 
were passed there was express language 
incorporated in them which exempted 
any such 'regulation of rates. When the 
Renegotiation Act was passed it con­
tained no such language, but there was 
a provision that Federal departments 
could exempt certain contracts from reg­
ulation. In accordance with that idea 
the War Department issued an order 
which is in substantial accordance with 
the language of the amendment we have 
before us now as the committee amend­
ment. That order provided that there 
should not be renegotiation of rates of 
utilities and certain other kinds of com­
panies. The Navy Department has fol­
lowed out the same policy. 

Mr. President, it is always possible 
when considering a matter of general 
policy to take up certain special in­
stances and cite them as reasons why a 
general policy should be followed, and I 
respectfully suggest that in this case we 
have decidedly a matter of general policy 
and that a very serious one. 

There is another phase of history in­
volved here. What has been the history 
of the last 50 or more years as to rate 
regulation? It has been decided, 
whether wisely or not, that there should 
be a certain regulation of utility and 
other kinds of corporations: Statutes 
have been passed, organizations have 
been created, which for years and years 
have functioned on that basis. The 
theory has been that these questions of­
rates and regulations are so intricate 
and so involved that special machinery 
should be set up to consider them, and 
that then action should be taken deliber­
ately as the circumstances would ~eem 
to warrant in any particular case. 

Mr. President, it is a little broader 
than that. The Senator from Wisconsin 
stated a little while ago that this pro­
vision has nothing whatever to do with 
States' rights. I cannot agree with that 
statement. We know, of course, that 
there are some· regulations which ·lie 
within the power of State bodies and not 
of the ·Federal Government. We do 
have, and we should retain even in war­
times, a proper respect and regard for 
the distinctions between the Federal 
Government and the State governments. 
What ·would happen if the amendment 
were to be defeated and a policy based 
upon its defeat ·be carried out? It would 
mean that the renegotiation board-it is 
not a public service body, nor i~ it, I 
assume, equipped with any special fa­
cilities-would attempt to take up for 
renegotiation very intricate contracts 
involving rates. A careful study of the 
whole situation would be necessary. I 
do not know whether or not the board 
has experts who are qualified for that 
purpose. If not, I assume such experts 
could be found, but the fact remains that 
very far-reaching and very difficult 
problems are involved. 

Mr. President, the suggestion has been 
made that such careful studies are not 
at all necessary; that the matter can be 
settled around the table. That all that 
is necessary to be done is for certain of­
ficials of the Government and certain 
representatives of the power companies 
to get together and sit around the table 

. and decide questions. Is that the way 
that grave factual matters should be set­
tled? That is not the way your utility 
rates are selected. In a State where 
there is a regulation of rates there is a 
careful study made by experts, as there 
should be, of the facts involved, and then 
a decision is reached, based upon that 
study. 

Suppose the policy which the Senator 
from Wisconsin enunciated were fol­
lowed? What would be the result? 
In many cases we would have the Fed­
eral Government doing something which, 
according to law, is clearly within the 
province of the State governments. As­
suming that there is not a constitutional 
objection in the way, what situation do 
we reach? Does it mean that the re­
negotiation board shall supersede all 
powers of the States in regard to these 
par ticular matters? Does it mean that 
the Federal and State jurisdictions are 
coordinate? Does it mean that the Fed­
eral board is an appellate court? Can 
we see ahead of us anything but con­
fusion if we inject a board, giving it 
duties and responsibilities, or rather at­
tempting to give it duties and responsi­
bilities, which by law and by practice 
for years and years have been exercised 
by other bodies, whether State, Federal, 
or local? No one can foresee the dif- · 
ficulties which may arise. We cannot 
foresee what constitutional questions 
might become involved, or what con­
fusion might result. All of us are agreed 
that the Federal Government should 
save everything that it is possible to save. 
The present time is one when economy 
is necessary, and every proper step 
should be taken with respect to any­
thing which will result in economy, pro-

vided such steps are taken in a proper 
way. 

Let me remind the Senator from Wis­
consin that there are some exemptions 
from renegotiation; the pending amend­
ment and amendments previously agreed 
to today are not the only exceptions. 

No one would say that even in fur­
therance of a war policy the Government 
should get· a cut -rate. The Government 
is entitled to the same rate any in­
dividual has, no more and no less. Of 
course, if there is a graduated scale­
and in certain cases there should be a 
graduated scale-that is a different 
proposition. 

I take the position, and I urge it as 
strongly as I can, that the Federal Gov­
ernment does not have the right to in­
sist that it be preferred over anyone 
else. It is not entitled to a cut rate. 
It· is entitled to the same consideration, 
and no more, which any individual or 
corporation receives. 

Let me give an illustration of what 
might happen. The Senator from Wis­
consin has pointed out certain large con­
tracts. But that is not all the story. 
This power to regulate might theoreti­
cally affect almost any consumer in the 
United States. At least, that is a possibil­
ity. Let me explain what I mean by that. 
The Renegotiation Board would not be 
infallible. Certainly, if the members of 
the Board were to sit around a table and 
consider such matters, as has been sug­
gestecit and if in inadequate proceedings 
attempts were made to solve questions 
which are based on grave arid compli­
cated factual matters, certainly that 
would not be the proper way for the 
Board to proceed. But no matter what 
its method might be, regardless of 
whether or not it took action only after 
careful and involved study, it has vastly 
important decisions to reach. Let us as­
sume that the ·Board had the facilities 
with which to make all these involved 
and highly intricate studies, and let us 
assume that after making such investi­
gations it reached a certain conclusion. 
Let us assume that it then decided to 
reduce the rate by one-half or one-third. 
We know that electric power or any 
other product of a utility costs money 
to produce. There is of course some 
point below which the rate cannot be re­
duced without involving serious loss to 
the company itself. 

Let us assume that in the case under 
consideration the Board, believing that 
it was doing what was best, regardless 
of what its methods were-and I assume 
it would want to use sound methods­
came to the conclusion that the rate 
should be reduced by one-half, one­
third, or one-tenth of what it was. 
What would be the result? The result 
might very well be that every other con­
sumer would have to pay an additional 
amount to even up for the cut rate to 
the Government. Why not? Someone 
must carry the load and all of it. 

Mr. VANDENBERG. Mr. President, 
will the Senator yield? 

The PRESIDING OFFICER <Mr. 
McCLELLAN in the chair) . Does the 
Senator from Maryland yield to the 
Senator from Michigan? 

Mr. RADCLIFFE. I yield. 
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Mr. VANDENBERG. I do not under­

stand that the system would operate in 
any such manner at all. V.le are consid­
ering the renegotiation of the profits 
made under a contract. If the operation 
is conducted at a loss, there would be 
nothing to renegotiate. 

Mr. RADCLIFFE. Mr. President, I say 
to the Senator that that question is a 
more intricate one than it ri1ay seem on 
its face. What are the profits? In the 
case of a utility company serving both 
corporations and individuals, how is it 
possible to ascertain, without a careful 
study and analysis of the general opera­
tions of the company, what the contract 
in question should cost? That question 
could not be decided with respect to just 
one contract, nor could the proper ap­
portionments be made, without going 
into the whole question of rates and the 
general operations of the company. 

I have never had any connection with 
a utility company as an officer, stock­
holder, or in any other capacity except 
as a purchaser of power. My experience 
with utility companies has not been an 
intimate one. But my understanding is 
that the study as to what should be 
proper rates involves many facts. I have 
seen studies made requiring months and 
months and months of time. My belief 
is that a guessing policy would be re­
quired, unless intricate and prolonged 
studies were made before rates were au­
thorized. If the corporation rates de­
termined after an inadequate study 
should happen to be less than sufficient 
to pay for the cost of operation of the 
company, the other consumers would 
have to pay higher rates, in order to pre­
vent a loss to the company which, it 
might be, should not be endured. 

Mr. President, I am as heartily in favor 
as is anyone of anything which would 
save money to the Government; and the 
Government should economize whenever 
feasible. But because certain rates which 
scmeone may think too high or too low 
are in effect, must we strike down the 
legal and business standards which have 
been in exi~tence for 50 years? May we 
say to the States, "Your power is super­
seded and overthrown. Whether we 
have any constitutional authority or not, 
we are going to brush you aside." Cer­
tainly not. 

If the rates under consideration are 
not regulated by the Federal Government 
or by the States or by any other local or 
public authority, then everything I have 
said would not apply, and there would be 
a full and complete right of the Federal 
Government to renegotiate. But in cases 
in which a system has been set up and a 
practice established, based, as I have said, 
upon the experience of 50 more years, I 
feel that the policy should not be set 
aside except in a lawful manner. I feel 
that we should not take a step which 
leads to confusion. 

Let me cite the illustration of a rate 
for power furnished within a State, and 
regulated by the State board, whatever 
it might be. Suppose the Federal board 
were to step in and say, "We are going to 
regulate the rate." Suppose the State 
board did not agree to have that done. 
Suppose the State board later saw fit to 
est ablish a rate of its own. What would 

stop the board from doing so? The rate 
would be established according to law. 
Furthermore, in many cases it is illegal 
for a State board to discriminate in its 
dealings with customers, except accord­
ing to graduated scales. In such case 
would or should the State board sit by 
and see something illegal done? 

Certainly we may assume that the 
boards are made up of men just as honest 
and just as conscientious as the men who 
would be on the Federal board. Suppose 
a State board honestly believed that the 
rates were incorrect, and suppose it 
st~rted proceedings to investigate the sit­
uation, and subsequently directed that 
the rates be set aside. Should anyone 
criticize the State board for doing so? 
What else should it do? 

Mr. President, I am questioning the 
wisdom of needlessly attempting to brush 
aside standards and practices which have 
existed for many years, of attempting to 
say to the Federal Government, "Step in 
and handle this job, although by law and 
custom the power is in the State." 

Right here I desire to take serious ex­
ception to the doctrine, if it is advocated 
by anyone, that it is within the province 
of the Federal Government to step in and 
assume functions performed by a State 
whenever the Federal Government 
thinks the duties are not properly per­
formed bY the State. If that were 
proper, it would be equally proper for a 
State to step in, whenever it thought the 
Fedeml Government was no.t doing a 
proper job, and to assume Federal func­
tions. 

Mr. BONE. Mr. President, will the 
Senator yield? 

Mr. RADCLIFFE. I yield. 
Mr. BONE. Is it the view of my able 

f1iend, the Senator from Maryland, that . 
the regulatory systems to which he has 
referred, which go back 50 years or more, 
have served adequately to protect both 
the public's and the security holders' in­
terests? I do not so read the record, in 
the light of the Federal Trade Commis-

. sian's investigations of utility companies, 
including such outfits as Middle West 
Utilities. I thinl~ one of the Middle 
West Utilities cases ultimately wound 
up, after the company had been touted as 
one of the greatest business institutions 
in the world, by having a $1,000 bond 
produce 80 cents for the investors. 

In many cases the regulatory com­
missions failed to protect investors . . 
Probably $2,000,000,000, $3,000,000,000, 
and more was lost in the crash of these 
companies under State regulations. 

I will go a step further. We have 
heard much about taxation. I am frank 
to confess that I cannot understand why 
this body or the other House should sin­
gle out power companies for some spe­
cially tender sort of treatment. Today 
the position of the private power utilities 
of this country is that they should be­
and they probably will be-permitted to 
pass on to the consuming public every 
penny of taxes they pay, so that they, in 
the war crisis, with the life of the Re­
public at stake, will be collecting from 
the consuming public every penny of cor­
porate taxes they pay to the Govern­
ment; and at the same time they will 
boast, through high-priced advertising, 

that they are great war taxpayers. That 
is the most monstrous piece of buffoonery 
I have ever seen, and I have been in pub· 
lie life for a long time. 

I thinlt the time has come for us to 
be a little realistic about this thing and 
stop making private power companies 
sacrosanct. They are not. In my judg­
ment, State regulation has a great many 
disadvantages which have been revealed 
by the cold, hard, practical experience 
of those who have dealt with that prob· 
I em. 

Forgive me, if I take a moment more. 
I have seen rate bases set up. -I do not 
know whether my able friend has seen 
that process. I have seen engineers 
reach into metaphysical realms and pro­
duce phantom values and pump them 
into a rate base on which the innocent 
and outraged public had to pay divi· 
dends. 

In my section of the country a great 
Army base was getting power from my 
city at the rate of about 4 mills a kilo­
watt-hour. Three or four years ago I 
asked the War Department to give me a 
breakdown of the figures which the Fed­
eral Government was paying private 
power compani'es for power in Army 
bases. Those prices run up to 10 cents a 
kilowatt-hour. That thing would go on 
today, if there were not a check on it. 

These utilities have no right to take 
advantage of the Government because a 
State regulatory body is sloppy or care­
less in -its work. In a crisis in which we 
are using up the lives of our boys there 
is no private business under the flag that 
is entitled to special consideration. A 
contract is a contract. If there is too· 
much profit being derived from a Gov-

. ernment contract, it is being- sweated out 
of the Federal Govern·ment, and in turn 
we are sweating it out of the taxpayers -
with bills such as this. 

I am sorry if I have taken too much of 
the Senator's time. I do not lil{e to see 
a blanket defense of S ~ate regulatory 
systems on the theory that they fully de­
fend the public interest. Frequently 
they do not defend the public interest. 
The public interest has been outraged by 
many of the solemn decrees of State 
regulatory bodies dealing-with valuations 
and rates. 

1\:Ir. RADCLIFFE. Mr. President, I ap­
preciate the comments of the Senator 
from ·washington. I know that this is a · 
subject to which he has given very care­
ful consideration. · .I am not attempting 
to make any defense of State regulatory 
bodies. To my mind that is not the issue 
before the Senate. If we feel that State 
regulatory bodies are not doing their job, 
there are ways to deal with th:J,t subject, 
by constitutional amendment or other­
wise. II we feel that State regulation 
is not adequate-and let me say, in many 
respects, at least, it has been sufficient- · 
we should not get at this matter in a 
casual, indirect manner. We should go 
about it in an orderly way and over­
haul and change our regulatory law and 
practices both as to the Federal and 
State Governments. But it should be 
done in a proper way, and not through 
the back-door method that is here pro­
posed. 
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Mr. WILEY. Mr. President, will the 
Senator yield? 

Mr. RADCLIFFE. I yield. 
Mr. WILEY. I am sorry that I am not 

a member of the Finance Committee. 
Perhaps I should rejoice that I am not.· 

I did not hear the entire discussion, but 
from what I have heard, I have under­
stood that the situation might be con­
cretely put in this way: 

Let us assume that a utility company 
serves 1,000,000 people, and that a rea­
sonable net return on its investment 
would be $1,000,000, and that rates are 
fixed accordingly by the States. A great 
emergency arises. War comes, and the 
Federal Government needs more power 
in order to keep its war facilities in opera­
tion. It furnishes some of the money to 
the power company, and as the result of 
an investment, let us say, of $5 ,000,000 
or $10,000,000, on the basis of the old rate 
there is a return to the company of · 
$1,000,000. We then have a return of 
$1,000,000 which comes from the people 
it formerly served, and a return of 
$1,000,000 from its Government facilities. 
Everyone will recognize that the extra 
return of $1,000,000 is excessive. As I 
understand my colleague, his thought is 
that with respect to the contract which is 
made with the Government, which pro­
vides a return of $1,000,000, which is ex­
cessive, the Government should have the 
right to renegotiate the contract, but not 
to interfere with the rates which were 
previously in existence, which yielded 
the other $1,000,000 return. 

Mr. RADCLIFFE. Let me ask the 
Senator from Wisconsin how Jt would be 
possible to renegotiate any contract, in­
volving a return payment to the Federal 
Government, without automatically low­
ering the underlying rates. The final 
figure which is insisted upon by the Gov­
ernment and so fixed by it must be based 
upon some kind of rates. It follows by 
inference that the renegotiation lead­
ing to collection by the United States 
Government would contemplate a lower 
rate as a basis. It must be a lower rate, 
because a certain amount of power is 
furnished, a definite lower amount of 
money is received. So it is in final anal­
ysis merely a matter of computation as 
to what is the rate which the utility 
actually secures. 

Mr. WILEY. If it is necessary to do 
that, then I think the Senator's conclu­
sion is correct. The question in my 
mind is whether it is necessary to affect 
the rates which the ordinary citizen is 
paying, when it can be determined that 
an extra profit of $1,000,000 has been de­
rived from the utilization of the extra 
investment. It seems to me that that 
is a separate contract which might well, 
as a war measure, be considered in con­
nection with -other matters to be rene-

. gotiated. · 
Mr. RADCLIFFE. The Senator must 

bear in mind that if that were done, the 
amount finally fixed upon might rep­
resent a rate which would be below cost 
of production. Unless the investigation 
is made on a very exhaustive basis, the 
members of the board who make such 
an e"'Camination must indulge in a cer­
tain amount of . speculation; and it is 
clearly possible that the figure which 

they insist upon may rest upon such a 
rate which is below cost of production. 
The Senator realizes, of course, that that 
is clearly possible. In that event, who 
would really pay the difference, the com.: 
pany or the other consumers? 

Mr. WILEY. I cannot agree with the 
Senator's assumption, because, taking 
the concrete example which I cited, in 
the first instance we assume that $1,000,-
000 is a fair return on the investment of 
the company as it was before the war. 
Because of additional facilities the com­
pany contracted with the Government, 
and, because of increased volume, made 
an extraordinary amount on the addi­
tional investment. The question in my 
mind is whether or not in wartime it is 
equitable and fair that such a contract 
be renegotiated. If such renegotiation 
calls for the establishment of new rates 
all along the line, then I think there is 
something to the point which the Sena­
tor makes. But I do not think that is 
necessary, any more than it would be 
necessary, in the case of merchandise. 

Mr. RADCLIFFE. Of course, the Sen­
ator realizes that in any study of that 
sort consideration and attention must 
be given to all of the op'erations of the 
company. We must bear in mind the 
hundreds of thousands of consumers who 
use the service. I do not see how we 
can say entirely definitely, "This much 
of the cost applies only to contract of 
the Federal Government. and we do not 
need to give any consideration to the 
other operations of the company, and 
their results.'' We must consider the 
operations of the company as a whole. 
Otherwise, it is a piece-meal job, an 
incomplete job, and a sloppy job in some 
respects. 

. If the whole theory of regulation is 
wrong, if the Senator from Washington 
[Mr. BONE] is correct, that the regulation 
of these companies should not be by 
State governments, that is a matter prop­
erly to be taken up through direct legis­
lation, whether by constitutional amend­
ment or otherwise. 

Possibly the Senator from Wisconsin 
could suggest some proper way in which 
these specific contracts which he cites 
could be handled satisfactorily to him. 
But merely because we have certain in­
stances in mind, we cannot know; until 
there is an exhaustive study, whether or 
not the profits are too large from the 
contracts under consideration. I do not 
feel that that is a justification for push­
ing aside the whole system of Federal, 
State, and municipal regulations which 
we have built up for years, and which are 
based very largely upon constitutional 
guaranties. If we wish to do it, let us do 
it in an orderly way, and not in this way. 

Mr. BONE. Mr. President, will the 
Senator yield? 

Mr. RADCLIFFE. I yield. 
Mr. BONE. I do not want either of us 

to misunderstand the other. I take it 
that the pending tax bill is a war meas­
ure. It has nothing to do with creating 
or destroying any existing system of reg­
ulation. It is merely a measure designed 
to capture some more money for the Fed­
eral Government. It is not intended or 
designed to be a permanent institution. 
This bill does not upset State legislation 

O:i' abolish it. It is merely a means by 
which we capture some more money for 
the Federal Government. . . 

Mr. RADCLIFFE. Let me repeat the 
statement I made a moment ago. Sup­
pose such negotiation were carried out, 
and the State regulatory body should 
consider it to be improper. What could 
it do, or what ought it to do? 

Mr. BONE. The Senator may assert 
that it is not the most logical argument, 
but I know that many persons considered 
their rights to be invaded when their 
boys were taken for military service. Let 
me say to my distinguished friend that 
I regard the right of a man to own and 
control his own body as just as sacred a 
right as any property right under the 
American :fiag. 

If this country has the moral, con­
stitutional, and legal right to take the 
body of a boy and use it up to defend 
and preserve the Union, it certainly has 
every moral right to take the profits of 
any man, no matter whence they may be 
derived, or how he secures them. Those 
profits are no more sacred than are the 
lives of boys who are going to die by the 
thousands, and possibly hundreds of 
thousands. It is that moral view which 
impels me to say what I have said to 
the Senator. 

It is very understandable why we do 
not stand up and denounce such use of 
a boy's body, because everyone knows 
that is one of the terrifying and neces­
sary aspects of war. But I hear con­
tinually the defense of property, and we 
are setting it up against the life of the 
boy who is dying to defend that very 
property. Mrs. Bone and I can sleep on 
two little cots or a pallet of straw in 
one room if we thereby help to save the 
Republic. I for one weary of hearing 
the continual defense of profits as against 
the lives of boys who have died to save 
our system. Never again will they know 
the sweetness of the :flowers and the 
beauty of the sunshine. I cannot under­
stand why we should care too much what 
we do with men's profits in this hour of 
supreme peril for the Republic. We say 
on this :fioor, and every publictst in Amer­
ica is continually pointing out, that a 
great tragedy may overwhelm this Re­
public. If we lose this war everything 
worth while which has been accumulated 
for us since the birth of the Republic 
will be destroyed and lost. The Republic 
will perish. 

Why should we be so thin-skinned 
in taking mere profits? We are not tak­
j ng the corpus of property; only profits. 
These profits are certainly no more sacred 
than the boy who gives his last full meas­
ure of devotion in a swamp or on a blaz­
ing desart. There are moral considera­
tions wrapped up in this bill. 

Mr. RADCLIFFE. I agree with the 
Senator in general principle as to our 
primary duty to members of our armed 
forces. 

Mr. BONE. I cannot see this prob­
lem in any way except perhaps as a 
shrinking on our part from doing every­
thing which is necessary to save this 
Republic in its hour of deadly peril. 

M:c. RADCLIFFE. I entirely agree 
with the general statement of the Sena­
tor from Washington. It is a humane 
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and patriotic doctrine.· But how far 
would the Senator carry it? Would he 
brush £.side State governments? 

Mr. BONE. I would carry it far 
enough to save the Union. It cost the 
lives of a vast ar~y of men at one time 
to save this Union. 

Mr. RADCLIFFE. Would the Sena­
tor act on the principle that the end so 
justifies the means that any means used 
to secure the desired end would be justi­
fiable? Of course not. Ther~ is a 
proper way to handle this matter. If we 
wish to changE: our general policy, let us 
take it up in ari orderly and legal way. 
The Senator and I will make any sacri­
fice necessary to save our boys. We will 
push anything aside. But while doing 
so we should bear in mind that if there 
is another way of getting what we desire, 
we should not rush headlong into some­
thing when an orderly policy otherwise 
is available and sufficient. · 

Mr. BOt-ill. Mr. President, I will not 
permit myself the luxury of such ad­
jectives as "headlong" because our boys 
are now rushing headlong into the very· 
mouth of hell itself. They are not ask­
ing any questions. They are rendering 
up their young lives to save this country. 
They are giving up their lives to save this 
utility property. Is such property more 
sacred than the lives of our boys? Yet 
we devote hour after hour on this floor 
to discussions about -the right to have 
profits, and I think that at times the 
emphasis may be almost indecent. It 
transcends a man's capaCity to under­
stand it, because publicists, ministers, 
Members of the Senate, and Members of 
the House, and literally everyone in the 
country is pointing out that America 
stands at the crossroads of destiny, and 
the Republic itself may collapse if we 
do not win the war. 

If that be true-and I think it is true­
it seems to me that my view is well 
grounded. I have friends in my State 
who would like to have me propose 
amendments to this bill to exempt many 
enterprises from the scope of this bill. 
But they know that the war must be won. 

Mr. RADCLIFFE. The reason for this 
proposal I think is perfectly obvious. 
There are many industries which have 
not been regulated and controlled as has 
been done in the case of utilities. The 
point I am making is, When we have set 
up a system and it has worked, why not 
stand by it? If we wish to change it, let 
us do so i-n a regular and orderly way. 

A moment ago the Senator stressed 
consideration of human lives rather than 
of property. Why not consider both if 
feasible and desirable? I assume that a 
proper sense of patriotism will permit us, 
so far as it is possible to do so, to give 
consideration even to property rights. 
We need to do so. I do not feel we should 
turn our back on property rights irre­
spective of what may be necessary, mere­
ly because a voice has suggested such dis­
regard, alleging unnecessarily, patriot­
ism as the pretext. We should analyze 
and ascertain what is the proper way 
and the necessary way to preserve and 
protect property rights for ourselves and, 
of course, for the returning members of 
our armed forces. 

Mr. BONE. There should be a proper 
balancing of sacrifices, some standard by 

wh.:.ch we can measure the sacrifice of 
men and property. 

The veterans' organizations have re­
peatedly sent to Members of this body 
their requests-and I wish to use the lan­
guage as near as I can recall it-that we 
"draft property as we draft men." There 
are Senators now sitting in this Cham­
ber who are quite familiar with that plea. 
The veterans' organizations have said, 
"We demand ·that you draft property as 
you draft men." We know that under 
the Constitution that cannot be done, 
but as the able Senator knows, the· only 
way that such a draft could be resorted 
to would be by taking Pl'ofits. It would 
do no good to take a generator, for ex­
ample. It could be taken, but that would 
not stop the war or win it. The profits, 
however, can be utilized to make more 
sure and certain a victory in war. 'l'he 
use of those profits should be as unstinted 
as the use of a boy's body. For that posi­
tion I offer no apology to any man. I 
know we will pay a frightful price to win 
the war. I was one Member of this body 
to serve on the Munitions Committee, 
and my service on that committee led me 
to desire a system of taxation which 
would pay off the war as nearly as pos­
sible while we were fighting it. A man 
like Mr. Barney Baruch was not at all 
backward in making such a suggestion. 
We cannot do it with the present ex­
penditures, but the principle is sound. 

There is no reason for allowing certain 
people to escape the burdens which rest 
on other people. A man operating an 
aluminum plant has just as much right 
to have excessive profits as has the own­
ers of a power utility. When distinction 
is made arising out of some of the obli­
gations which the Senator has suggested, 
a distinction is made between those en­
terprises in the matter of war burdens. 

Mr. RADCLIFFE. I agree with the 
Senator as to certain general principles. 
Possibly such operations sliould be regu­
lated by the Federal Government. But 
such a plan is not before us. We have 
operated for years on another basis. The 
question is, If there is to be a change, how 
should it be made? Will we make the 
shift of policy in a well-considered, rea­
sonable, and orderly way or by one which 
will certainly tend to lead to confusion? 

I am quite confident that if the Sena­
tor from Washington were a member of 
a regulatory body in the State of Wash­
ington and he believed that the Federal 
Government was transgressing upon his 
authority as such State official he would 
feel it his duty to raise objections in a 
suitable way and to press them if neces­
sary by court proceedings. 

I do not know what the result will be if 
we upset what has been establisted for 
years and create some kind of coordinate 
or appellate l;lody, even if not a body to 
supersede entirely the State regulatory 
bodies. Suppose both Federal and State 
boards claim jurisdiction and act ac­
cordingly. I think the point is a very 
serious one. There are ways by which 
the Government can be protected, but I 
decry and regret the attitude that be­
cause we are at war we must disregard 
constitutional prerogatives and constitu­
tional requirements when it is not neces­
sary for us to do so. 

Mr. LA FOLLETTE and Mr. BONE ad­
dressed the Chair. 

The PRESIDING OFFICER. Does the 
Senator from Maryland yield, and, if so, 
to whom? 

. Mr. LA FOLLETTE. I thought the 
Senator had concluded. 

Mr. RADCLIFFE. I do not desire to 
tlre the Senate with a restatement of 
the many points upon which I have 
touched. I shall be very glad to try to 
answer any questions. I simply wish to 
state, in conclusion, that I am heartily 
in favor of anything that will save 
money; I am heartily in favor of any­
thing that will help our soldiers, as the 
Senator from Washington has suggest­
ed; but I do not feel there is justifica­
tion for the proposal, and I do not see 
the reason why we should at one fell 
swoop attempt to put aside the Con­
stitution, for that is what ·it amounts to. 
That is potentially the case, and if that 
is potentially the case, we must regard 
it as binding upon us. 

Mr. LA FOLLETTE. Mr. President, I 
have previously stated that I would ask 
for a yea-and-nay vote, but the chair­
man of the committee has suggested that 
we might take a preliminary test of the 
sense of the Senate on a viva voce vote. 
I am willing to do that. 

I should like to say, in conclusion, Mr. 
President, that it would not be my in­
terpretation that the rejection of this 
amendment would alter or change any of 
the rules and regulations which have 
been issued by the various renegotiating 
agencies. 

·Mr. GEORGE. Mr. P.tesident, I am 
very glad the Senator from Wisconsin 
has made that statement, because, as all 
members of the Finance Committee 
know, certain of the services have 
adopted regulations under which they 
do not enter upon the renegotiation of 
some utility contracts, and the elimina­
tion of _tllis amendment would not have 
any effect on the existing regulations. 

Mr. LA FOLLETTE. That is my in­
. terpretation of the situation. May I 
say, Mr. President, that I hope the com­
mittee amendment will be rejected. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment reported by the committee. 

Mr. WILEY. Mr. President, may I ask 
my colleague a question? 

Mr. LA FOLLETTE. Certainly. 
Mr. WILEY. Is it his understanding 

that those who want the amendment re­
jected should vote "nay" and those who 
do not want it rejected should vote 
"yea"? 

Mr. LA FOLLETTE. That is correct, 
but I repeat that I hope the amendment 
will be rejected. 

The PRESIDING OFFICER. T~· 3 
question is on agreeing to the ame:a~­
ment reported by the committee. 

The amendment was rejected. 
The PRESIDING OFFICER. The next 

committee amendment will be stated. 
The LEGISLATIVE CLERK. At the top of 

page 182, it is proposed to insert: 
(F) any contract or subcontract for the 

making or furnishing of a standard com­
mercial article; or. 

Mr. GEORGE. Mr. President, on be­
half of the Fl'nance. Committee I ask that 
the committee amendmenf in lines 1 and 
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2, which has just been stated, be not 
agreed to. We will have to deal with 
these matters as we come to them in or­
der to effectuate the final action of the 
committee. 

The PRESIDING OFFICER. Without 
objection, the amendment is rejected. 

The next committee amendment will 
be stated. 

The LEGISLATIVE CLERK. On page 182, 
after line 2, it is proposed to insert: 

(G) any contract with a Department, 
awarded as a result of competitive bidding, 
for the construction of any building, struc­
ture, improvement, or facility; or. 

The PRESIDING OFFICER. Without 
objection, the amendment is agreed to. 
· Mr. GEORGE. Mr. President, I ask 
that the Senate next consider the amend­
ment on page 184, from line 3 to line 6, 
and on behalf of the committee I ask that 
this amendment, which has been re­
ported by the Finance Committee, be 
rejected. That will have the effect of 
restoring the House provision. 

Mr. TRUMAN. Mr. President, may I 
offer an amendment to the amendment 
on page 184, beginning in line 3 and ex­
tending to line 6? 

Mr. GEORGE. If the Senator will al­
low me to get through the committee 
amendments, I will go back and open up 
anything that may be desired. 

Mr. TRUMAN. I thank the Senator. 
The PRESIDING OFFICER. Without 

objection, the committee amendment on 
page 184, from lines 3 to 6 is rejected? 

Mr. GEORGE. Now, Mr. President, I 
offer an amendment. 

Mr. McKELLAR. Mr. President, be­
fore we leave the committee amendment 
te subsection (D), which has just been 
stricken out on page 184, may I ask the 
Senator if that carries out the recom­
mendation of the committee agreed to 
yesterday? 

Mr. GEORGE. Yes; and the rejection 
of the amendment restores the House 
provisiOn. It gives discretionary, not 
mandatory, power in the reviewing board 
to exempt standard commercial articles. 

Mr. McKELLAR. I understand that 
as a result of the action of the Senate 
the provision will be left as it appears 
in the House text. 

l\1r. GEORGE. It will remain as it ap­
pears in the House bill; and as it con­
forms to existing practice, so I am ad­
vised. 

Mr. McKELLAR. I thank the Sena­
tor. 

Mr. GEORGE. Now, Mr. President, I 
send to the desk an amendment to come 
in on page 182. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The LEGISLATIVE CLERK. On page 182, 
before line 3, it is proposed to insert the 
following: 

(F) Any contract or subcontract for du­
rable machinery, tools, or equipment used in 
processing an article made or furnished un­
der a contract with a department or sub­
contract but which is not incorporated in or 
as a part of such article. For purposes of 
this subparagraph the term "durable ma­
chinery, tools, or equipment" means ma­
chinery, tools, or equipment ordinarily hav­
ing a useful life of more than 10 years; or. 

Mr. GEORGE. Mr. President, this 
amendment speaks for itself. It provides 
a mandatory exemption in the case of 
"any contract or subcontract for dura­
ble machinery, tools, or equipment used 
in processing an article made or fur­
nished under a contract with a depart­
ment, or subcontract, but which is not 
incorporated in or as a part of such arti­
cle. For the purpose of this subpara­
graph the term 'durable machinery, 
tools, or equipment' means machinery, 
tools, or equipment ordinarily having a 
useful life of more than 10 years." 

This is the amendment in which the 
senior Senator from Massachusetts and 
the Senator from Ohio were interested, 
and the committee approved it. 

Mr. McKELLAR. Will the Senator let 
me say that I am quite sure the com­
mittee recommendation will be agreed to, 
but the Senator would not feel offended, 
would he, if I should vote against it? 

Mr. GEORGE. Oh, no; because, after 
all, it is the committee's action. I did 
not propose the amendment originally 
or at this time, but it was deemed to 
be a sound amendment, for the reason 
that in the case of durable goods the 
machine-tool makers, so to speak, are 
using up their market over a long period 
of years. In other words, many tools, 
many machines, many articles of equip­
ment which are now produced -for war 
purposes, with variations or changes, 
and in many instances without varia­
tion or changes, will be in actual use, say, 
for 15 years longer. So it was thought 
proper that that fact, that is the block­
ing of their own market, should be taken 
into consideration and that such con­
tracts should not be renegotiated because 
the products they are making now will 
:flood their markets after the war. That 
is my understanding of the reason back 
of the amendment. 

Mr. McKELLAR. I understand that, 
but I wonde~ if probably the makers of 
·the machine tools have not taken that 
into consideration in fixing their prices 
to the Government for the manufacture 
of the articles. 

Mr. GEORGE. I do not know as to 
that; I cannot answer that question. 

Mr. TAFT. I should simply like to say 
that they were renegotiated in 1942, and 
if they did talce that into consideration, 
the prices were reduced in 1942, and in 
1943 the Government had information to 
require the lower prices under the pric­
ing agreement. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Geor­
gia. 

The amendment was agreed to. 
The PRESIDING OFFICER. The 

clerk will state the next amendment. 
Mr. GEORGE. Mr. President, the able 

senior Senator from Florida is in the 
Chamber. The next amendment is on 
page 182, begins in line 6, and goes 
thrm)gh line 10. 

The PRESIDING OFFICER. 'I'he 
amendment will be stated. 

The CHIEF CLERK. On page 182, after 
line 5, it is proposed to insert a new para­
graph, as follows: 

(H) any contract or subcontract for an 
article made or furnished in obedience to a 
directive of the War Production Board, and 
at or below a maximum price established and 
in effect under the Emergency Price Control 
Act of 1942, as amended; or. 

Mr. GEORGE. Mr. President, the 
committee desires that this amendment 
be disagreed to. That is the result of 
the action of the committee yesterday. 
The committee wishes to say, however, 
that this provision is difficult of inter­
pretation, and it may extend the scope 
of the exemption from renegotiation to 
profits which should not be exempt. We 
have had a great deal of difficulty ascer­
taining precisely how the amendment 
would apply. The committee is of opin­
ion that it should not be included in the 
bill, that it would be a mistake to in­
clude it. 

I understand the senior Senator from 
Florida desires to offer a substitute for 
the amendment, and I should be very 
glad to have him do so at this time. 

Mr. ANDREWS. Mr. President, I ask 
that my amendment be stated. 

The PRESIDING OFFICER. The 
clerk will state the amendment. 

The LEGISLATIVE CLERK. In lieu of the 
committee amendment, on page 182, be­
ginning with line 6, it is proposed to in­
sert the following: 

(H) any contract or subcontract for an ar­
ticle made or furnished in obedience to an 
allocation order of the War Production Board 
specifically addressed to the maker or fur­
nisher and directing him to supply such ar­
ticle to a specifically named purchaser, and 
at or below a maximum price established 
and in effect under the Emergency Price Con­
trol Act of 1942, as amended: Provided, That 
the provisions of this paragraph shall not 
apply to products of facilities financed by, 
leased from, or managed by or for the United 
States; or. 

Mr. ANDREWS. Mr. President, I 
should like to state the purpose of the 
amendment. It seems to confuse some of 
the members of the committee. 

The essential principle which para­
graph (H) is intended to make effective 
is that a maker or furnisher is not re­
sponsible for a contractual relation be­
tween himself and government which is 
created by an act of government over 
which he has no control and against 
which he has no recourse. He should 
not be placed in a status where he is 
classifiable as a contractor or subcon­
tractor merely by fiat. 

For these reasons, and since the pro­
visions of the bill would otherwise oper­
ate to cause certain directives of the War 
Production Board to arbitrarily place the 
recipient in the status of a contractor, 
paragraph (H) exempts from the rene­
gotiation provisions of the bill any con­
tract or subcontract created by such a 
directive. 

The paragraph is not intended to 
exempt contracts or subcontracts aris­
ing out of the ordinary priority or con­
trolled-material orders as such but only 
those contracts or subcontracts arbitra­
rily created by allocation orders which 
are specifically addressed to a maker or 
furnisher to supply a specifically named 
purchaser, nor is it intended to apply to 
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the products of facilities owned or con­
trolled by government. 

The essential provision would be re­
tained, and the paragraph further clari­
fied if the following revised wording were 
substituted: 

(H) any contract or subcontract for an 
article made or furnished in obedience to an 
allocation order of the War Production Board 
specifically addressed to the maker or fur­
nisher and directing him to supply such 
article to a specifically named purchaser, and 
at or below a maximum price established and 
in effect under the Emergency Price Control 
Act of 1942, as amended: Provided, That the 
provisions of this paragraph shall not apply 
to products of facilities financed by, leased 
from, or managed by or for the United States; 
or. 

I had hoped that the Senate would 
approve the amendment as presented by 
the Committee on Finance, but since I 
offered it the committee has decided not 
to approve paragraph (H) • Therefore 
I have offered a substitute, in order to 
clarify the paragraph, which seems to 
have been confusing. 

I should be very happy to see the sub­
stitute amendment agreed to as para­
graph (H) of the revenue bill. I cer­
tainly do not wish to be arbitrary about 
it, and I do not think I have been. I 
believe the amendment has great merit, 
and I fear we will regret it if we do not 
adopt it. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
meat offered by the Senator from Florida 
[Mr. ANDREWS] in the nature of a sub­
stitute for the amendment of the com­
mittee. 

The amendment to the amendment 
was rejected. 

The PRESIDING OFFICER. The 
question now is on agreeing to the 
amendment of the committee. 

The amendment was rejected. 
The PRESIDING OFFICER. The 

clerk will state the next amendment o.f 
the committee. 

The next amendment was, on page 
182, line 12, after the word "subcontract", 
to strike out "exempted from the provi­
sions of this section, or", and in line 14, 
before the word "by", to strike out 
"apply," and insert "apply". 

The amendment was agreed to. 
The next amendment was, on page 

182, line 17, after " (C) ", to strike out 
"and (E)" and insert "(E), (G), (H), and 
(!)." 

The amendment was agreed to. 
The next amendment was, on page 182, 

line 23, after the word "to", to strike out 
"or" and insert "and", and on page 183, 
line 1, after the word "to", to strike out 
"or" where it occurs the first time and in­
sert "and." 

The amendment was agreed to. 
The next amendment was, on page 184, 

after line 2, to strike out: 
(D) any contract or subcontract for the 

making or furnishing of a standard commer­
cial article, if, in the opinion of the Board, 
normal competitive conditions affecting the 
sale of such article exist. 

The amendment was agreed to. 
The next amendment was, on page 184, 

after line 21, to strike out: 

(j) Nothing in sections 109 and 113 of the 
Criminal Code (U. S. C., title 18, sees. 198 and 
203) or in section 190 of the .Revised Stat­
utes (U.S. C., title 5, sec. 99) shall be deemed 
to prevent any person by reason of service in a 
Department or the Board during the period 
(or a part thereof) beginning May 27, 1940, 
and ending 6 months after the termination of 
hostilities in the present war, as proclaimed 
by the President, from acting as counsel, 
agent, or attorney for prosecut ing any claim 
against the United States: Provided, That 
such person shall not prosecute any claim 
against the United States (1) involving any 
subject matter directly connected with which 
such person was so employed, or (2) during 
the period such person is engaged in employ­
ment in a Department. 

The amendment was agreed to. 
The next amendment was, on page 

186, line 5, after the words "Effective 
date," to strike out: 

The amendments made by subsection {b) 
shall be effective only with respect to the 
fiscal years ending after June 30, 1943, ex­
cept that (1) the amendment inserting sub­
section (b) in section 403 of the Sixth 
Supplemental National Defense Appropria­
tion Act of 1942, shall be effective 30 days 
after the date of the enactment of this act, 
and (2) the amendments adding subsections 
(e) (2) and (f) to said section 4C3 shall be 
effective from the date of the enactment of 
this act, and (3) the amendments inserting 
subsections (i) (1) (C) and (1) shall be 
effective as if such subsections had been a 
part of section 403 on the date of its enact­
ment. 

And insert: 
The amendments made by subsection (b) 

shall be effective only w~th respect to the 
fiscal years ending after June 30, 1943, ex­
cept that ( 1) the amendments to subsection 
(a) (5) (A) of section 403 of the Sixth Sup­
plemental National Defense Appropriation 
Act, 1942, and the amendments inserting 
subsections (i) {1) (C), (i) (1) (D), (i) 
(1) (H), (i) (1) (I), (i) (3), and (k) in 
section 403 of such act shall be effective as 
if such amendments and subsections had 
been a part of section 403 of such act on the 
date of its enactment, and (2) the amend­
ments adding subsection (d) to section 403 
of such act shall be effective from the date 
of the enactment of this act. 

Mr. GEORGE. Mr. President, I have 
an amendment to the committee amend­
ment on page 186, which 'I ask to have 
stated. 

The PRESIDING OFFICER. The 
clerk will state the amendment to the 
amendment. 

The LEGISLATIVE CLERK. In the com­
mittee amendment on page 186, begin­
ning with the word "the" at the end of 
line 18, it is proposed to strike out down 
to and including the word_"and" on line 
21.. and, in line 23, to strike out "such 
act" and insert "the Sixth Supplemental 
National Defense Appropriation Act, 
1942." 

The PRESIDING OFFICER. Without 
objection, the amendment to the amend­
ment is agreed to. 

Mr. LA FOLLETTE. Mr. President, is 
that the amendment striking out the 
language from the end of line 18 down to 
and including the word "and" in line 21? . 

Mr. GEORGE. That is correct. 
The PRESIDING OFFICER. That is 

the amendment just ·agreed to. 
The question is on agreeing to the 

amendment of the committee as amend­
ed. 

The amendment as amended was 
agreed to. 

The PRESIDING OFFICER. The 
clerk will state the next amendment of 
the committee. · 

The LEGISLATIVE CLERK. On page 187, 
after line 2, it is proposed to insert a new 
title, as follows: 

TITLE VIII-REPRICING OF WAR CONTRACTS 

SEC. 801. Repricing of war contracts. 
(a) As used In this section the terms "De­

partmen~," "Secretary," and "article" shall 
have the same meanings as in subsection (a) 
of the Renegotiation Act. 

(b) When the Secretary of a Department 
deems that the price of any article or service 
of any kind, which is required by his De­
partment or directly or indirectly for the per­
formance of any contract with his Depart­
ment, is unreasonable or unfair, the Secretary 
may require the person furnishing or offering 
to furnish such article or service to negotiate 
to fix a fair and reasonable price therefor. 
If such person refuses to agree to a price for 
such article or service which the Secretary 
considers fair and reasonable, the Secretary 
by order may fix the price payable to such 
person for furnishing such article or service 
after the effective date of the order. whethP.r 
under exist ing agreements or otherwise. The 
order may prescribe the period during which 
the price so fixed shall be effective and su~h 
other terms and conditions as the Secretary 
deems appropriate. 

(c) Any person aggrieved by an order fixing 
a price under this section may sue the United 
States in any appropriate court. In such 
suit, such person shall be entitled to recover 
from the Unit-ed States the amount of any 
difference between (1) fair and just com­
pensation for the articles and services fur­
nished under the terms of the order ·and ( 2)' 
the price fixed for such articles and services 
by the order; but if the prices so fixed by 
the order are found to exceed fair and just 
compensation for such articles and services, 
such person shall be liable to the United. 
States in such suit for the amount of this 
excess. Any such suit shall be brought with­
in 6 months after the order by the Secretary 
on which it is based, or after the expiration 
of the period or periods specified in such 
order, whichever last occurs. Such a suit 
shall not stay the order involved. 

(d) Any person who willfully refuses or 
fails to furnish any such articles or services 
at the price fixed by an order of the Secretary 
in accordance with this section shall be 
guilty of a violation of section 9 of the Selec­
tive Training and Service Act of 1940 and 
shall be subject to all of the penalties there­
in described, and the President shall have 
power to take immediate possession of the 
plant or plants of such person and to operate 
them in accordance with said section 9. 

(e) The authority and discretion herein 
conferred upon the Secretary of each depart­
ment may be delegated in whole or in part by 
hinr to such individuals or agencies as he may 
designate in his department, or in any other 
department with the consent of the Secre­
tary of that department, and he may author­
ize such individuals or agencies to make fur­
ther delegations of such authority and dis­
cretion. 

SEc. 802. Effective date. 
(a) Section 801 shall be effective from the 

date of the enactment of this act. 
(b) Section 801 shall not apply to any con­

tract with a department or any subcontract 
made after the date proclaimed by the Presi• 
dent as the date of the termination of hos­
tilities in the present war or the date speci• 
fied in a concurrent resolution of the two 
Houses of Congress as the date of such ter• 
mination, whichever is the earlier. 

Mr. McKELLAR. Will not the Senator 
from Georgia explain that? I did not 
know about it. 
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Mr. GEORGE. The repricing title? 
Mr. McKELLAR. Yes. 
Mr. GEORGE. Mr. President, I be~ 

lieve this to be a most important provi­
sion in the bill. Under the Renegotia­
tion Contracts Act and under directives 
issued to them, the services may have the 
power to reprice any article that is pur­
chased by them. Probably that power 
derives more directly and concisely from 
the Second War Powers Act. But there 
was a confusion existing in the House 
bill because both the recapture of ex­
cessive profits and the repricing provi­
sions were included under the same sec­
tion, and there was an effort to apply the 
same . limitations and restrictions and 
standards and factors to repricing that 
were applicable in the case of recapture 
of excessive profits. Many of these fac­
tors were not applicable to repricing. 

During the consideration of the bill, I , 
think at my suggestion, probably one of 
the very few amendments that I offered, 
I asked that the repricing provisions in 
the recovery section of excessive profits 
b~ taken out, and that this new title be 
inserted in the bill. 

Mr. President, it simply authorizes the 
Secretary of any of the departments to 
price an article for which a contract has 
been made if he finds that the price paid 
is in excess of a fair and reasonable price, 
and that becomes binding on the con­
tractor. But the contractor has the 
right ln any competent court to sue for 
what he himself alleges and is able to 
show is a fair and reasonable price for 
his article. If he declines to proceed, 
then under this provision, in conformity · 
with the ge111eral powers given in the 
Second War Powers Act, and other legis­
lation, · the department could take over 
the plant and operate it anyway. 

I think the. Senator will find that the 
services believe that this is going to be 
most helpful, and that it will enable 
them, through procurement and through 
the exercise of the power given under 
this new title, to expedite the effort to 
ascertain that a fair price is paid for the 
article. 

The PRESIDING OFFICER. The 
question is on agreeing to the commit­
tee amendment. 

The amendment was agreed to. 
Mr. CAPPER. Mr. President, I am 

aware of some of the difficulties of writ­
ing and operating any law designed to 
allow fair profits to firms holding Gov­
ernment war contracts, and at the same 
time to prevent "blood profiteering" by 
other contractors more interested in 
profits than in the welfare of their coun­
try. 

I am aware that some few concerns 
may be able, with the assistance of able 
lawyers and skillful accountants, to show 
that the present Renegotiations Act may 
have worked an injustice in their par­
ticular cases. But at the same time, I 
think we have been justified in insisting 
that no amendments to the Renegoti­
ations Act which will take away from 
the Government the power to protect the 
taxpayer abd the soldier against exorbi­
tant wartime profits from war contracts 
should be adopted. All of us can remem­
ber the righteous indignation we felt, 
and the country felt, over the 23,000 mil-

lionaires created by the First World War. 
That must not happen again. I do not 
believe it will happen again if the bill 
now before us for a vote becomes a law. 
If it does, God help the men in Govern­
ment who permit it-and God help 
American business, also, when the people 
in their wrath try to correct such a con­
dition. Angry people are not too careful 
whom they hit, when once they are 
aroused to action. 

Wartime profits of 25 percent, 50 per­
cent, 100 percent, even as high as 300 to 
4.0!> percent, after Federal taxes, certainly 
cannot be justified. St\Ch profits-and 
they are known to have been made in 
the past-are outrageous. Certainly the 
Government must have necessary power 
to renegotiate such contracts and bring 
them down to some reasonable and fair 
basis. 

When one considers also that in many 
instances these huge profits have been 
made on Government money, not on the 
contractors' own investment, it is plain 
that severe and fair action should be 
talt:en to correct this situation. I believe 
the amendments offered by the commit­
tee are most helpful in that direction. 

At the same time, of course, Congress 
must protect all individuals and corpora­
tions against arbitrary and capricious 
decisions by Government agencies. But 
it is my opinion that in the main the 
amendments agreed to by the committee 
afford this reasonable protection, con­
sidering that this is wartime. Of course, 
I never would grant such broad powers, 
admittedly subject to grave abuse, to any 
Government agency in peacetimes. But 

. neither would such "sight unseen" con­
tracts ever be written by a Government 
agency in peacetimes. 

I find myself in general agreement 
with the findings of the members of the 
committee signing the report, and shall 
support their recommendations accord­
ingly. 

Mr. President, I agree with the com­
mittee that this legislation should pro­
tect against the mistakes of World War 
No. 1. I agree that the coverage of re­
negotiation powers should be as broad 
as possible. It is just as bad to profiteer 
in the manufacture of articles produced 
both in war and peace times as it is to 
profiteer in articles made only for war 
purposes. We must even risk occasional 
injustices through giving the renegoti­
ation authority power to cut through 
red tape and arrive at conclusions fair 
to both the Government and the con­
tracting agency. The power to reprice 
as well as to renegotiate on the basis of 
past performance must be included~ I 
believe there is general agreement on 
this point. Frankly, I am convinced 
that the majority redefinition of sub­
contracts to these subcontractors, as had 
been proposed, would lead to excessive 
refunds running into the hundreds of 
millions of dollars, through the retro­
active provisions of the section as orig­
inally presented to the Senate. 

I shall support the bill, believing that 
the recommendations presented in the 
committee report, if enacted into the 
law, will afford the maximum protection 
to soldiers and taxpayers, and the mini­
mum opportunity for arbitrary action by 

Government agencies conducting rene­
gotiations. 

The PRESIDING OFFICER. The 
clerk will state the next committee 
amendment. 

The CHIEF CLERK. On page 189, after 
line 2, it is proposed to insert: 

SEc. 802. Effective date. 

Mr. DANAHER. Mr. President, be­
fore the amendment is stated, let me ask 
the Senator from Georgia if he will en­
tertain at this time a proposed amend­
ment on page 187, after line 2, before 
we leave this particular portion of the 
bill? 

Mr. GEORGE. On page 187? 
Mr. DANAHER. Yes; after line 2. 

What I have to offer deals entirely with 
this particular section relating to rene­
gotiation. 

Mr. GEORGE. Yes; I would be glad 
to do so. 

Mr. DANAHER. Mr. President, I send 
forward an amendment and ask that it 
be stated. 

The PRESIDING OFFICER. Without 
objection, the amendment will be stated. 

The CHIEF CLERK. On page 187, after 
line 2, it is proposed to insert: 

(e) State taxes: In determining excessive 
profits under the Renegotiation Act, for fiscal 
years ending prior to July 1, 1943, amounts 
paid prior to such determination with respect 
to taxes imposed by any State, Territory, or 
political subdivision thereof, which are mea­
sured by income shall to the extent so paid 
be allowed as i terns of cost. 

Mr. DANAHER. Mr. President, briefly, 
by way of explanation, I should say that 
the matter has been considered in com­
mittee, and yet we did not take formal 
action on it. The logic of those who 
would oppose this amendment is unan­
swerable. But as a practical matter, a 
very different situation . is presented. 
The effective date under the committee 
amendment with reference to all of sub­
section (b) with respect to renegotiation 
is July 1, 1943, with certain exceptions 
which are carefully noted. 

Mr. President, men did business in 
1942 and 1943 having no idea of the ef­
fect of renegotiation on that business. 
States collected income from the con­
tractors, and in many cases apportioned 
that income under their own laws to 
State instrumentalities which by law 
were entitled to receive the income from 
those States. As a practical adminis­
trative matter, for us not to permit 
States to treat as paid and for the re­
negotiators not to grant as an item of 
cost, the State taxes which in fact the 
contractors have paid, will throw a very 
great many States into a degree of con­
fusion which really is indescribable. 

The proposal does not bear markedly 
in my State. Legislation to meet the 
needs of the situation was there adopted. 
On the other hand there are so many 
States which are adversely affected that 
unless we take some remedial step of 
this character I fear injustice will result. 

The National Association of Tax Ad-
- ministrators consists of the tax commis­
sioners of the 48 States. As its chairman 
at the present time Connecticut's very 
able tax commissioner, 'Walter W. Walsh, 
prepared a memorandum, a copy of 
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which I have in my hand. Appearing in 
behalf of the State tax administrators he 
points out in this memorandum a few 
salient facts which it seems to me, for 
the record, should be called to the atten­
tion of the Senate. 

Unless we shall adopt the amendment 
now proposed-

The budgetary and fiscal policies of the va­
rious States will have bzen unwarrantably in­
terfered with in thJ:~.t alth_ough future treat­
ment of tex refunds is. defined with certainty 
under the House bill, nothing has been done 
to relieve the States of administrative and 
fiscal burdens with respect to the handling of 
renegotiated contracts prior to the effective 
date of the new law. 

Again, Mr. President-
The methods by which renegotiated con­

tracts have been handled, particularly with 
regard to the utter lack of uniformity of treat­
ment in requiring tax refunds to be made 
by the States, has left them in a position 
where they are unable to ascertain how much 
of their revenue received from corporate taxes 
is available for their needs, or how much of 
the amount ·so received will be subject to 
refund. 

Most of the 32 States having income or 
franchise taxes already have prov!sions for 
refunds required by adjustments resulting 
from field examinations but practically none 
of the States have provided for a sufficient 
reserve to take care of the refunds which will 
.be occasioned through the process of renego­
tiation. 

Among the States, Mr. President, 
which have already, pursuant to long­
standing statutes, allocated the distribu­
tion of co.rporate taxes, are Colorado, 
Iowa, Massachusetts, New York, Oregon, 
Wisconsin, Minnesota, South Carolina, 
and Utah. In those States corporate 
taxes are allocable not only to certain 
local towns and counties, but for school 
and old-age assistance purposes. Con­
sequently, Mr. President, where the tax 
in fact has been paid and the State has 
received it, and thereafter allocated it 
as its statute required, a veritable local · 
tax shambles might be created un-less 
we take some practical measures to re­
lieve them against such possibility. 

Inequalities have existed and will continue 
to exist between the States which are af­
fected by renegotiation. Some States, seven 
or eight in number, have refused to recog­
nize renegotiation and, therefore, do not re­
fund to the contractor any taxes which have 
been paid on earnings, later determined by 
renegotiation to represent excessive profits. 

Thus, the State which permits a refund 
to protect its contractors is penalized by so 
doing, whereas other States which have re­
fused to recognize renegotiation are greatly 
benefited through their increased tax re­
ceipts . . It can readily be seen, therefore, that 
new legislt.tion will have to be adopted by 
these States which have failed to recognize 
renegotiation under the terms of the House 
bill, or chaos will most surely follow. 

By this amendment we are providing 
for d€finitive action and are making it 
possible to achieve some repose, and 
properly so, in the light of the language 
which appears on page 186, with respect 
to the effective date. The pending 
amendment would in effect simply treat 
as closed those tax transactions which 
in fact were closed, and as to which pay­
ment had been made, prior to June 30, 
1943. I need not go further into the 
matter, I feel. I have said enough. to 

indicate the nature, the extent, and the 
scope of the problem. I hope, Mr. Pres­

- ident, that the amendment will be 
agreed to. 

Let me say simply in conclusion that 
the States which will be adversely af­
fected unless we agree to the amend­
ment are Kentucky, Wisconsin, Colo­
rado, Montana, Alabama, North Caro­
lina, Maryland, Vermont, Kansas, Mis­
sissippi, South Carolina, New York, and, 
I think, Georgia. 

Mr. LA FOLLETTE. Mr. President, 
before the amendment is voted on, I 
should like to have the Senate fully 
understand the implications of its adop­
tion. The amendment would require 
the reopening of all the agreements 
which already have been arrived at by 
the agencies renegotiating contracts­
and such agreements are numbered lit­
erally by the thousands-because it has 
been the universal policy of the rene­
gotiating agencies to deny the allowance 
of this item. 

The Senator from Connecticut has 
said a shambles might be created inso­
f~r as the States are concerned. Mr. 
President, the amendment, if agreed to, 
might makes a shambles of all the work 
which has been · done in thousands of 
cases by the renegotiating agencies, and 
in the long run it would be at the ex­
pense of the Federal Government. 

I say there is not a State in the Union 
which has not had its revenues coming 
from tax structures existing at the time 
tremendously increased because of the 
enormous magnitude of the war spend­
ing program. In some States, contracts 
have been piled on contracts, until their 
entire economy has become involved in 
war business. That has increased the 
revenue of every one of the States·. 

After renegotiation and after the con­
tractor ha,s acknowledged in an agree­
ment with the G;)vernment that his 
profits were excessive, and has agreed to 
refund them, or has refunded them, to 
the Federal Government, to say, as the 
amendment proposes, that, despite the 
fact that the profits were excessive, the 
States are entitled to take their cut be­
fore the Federal Government receives 
the full benefit of the renegotiation, is, it 
seems to me, a very strange proposal. 

As a matter of fact, Mr. President, 
these profits were never properly arrived 
at. They are the result of the haste in 
the procurement procedure, in the fixing 
of prices for articles or other commodi­
ties which have proved, after experience, 
to be excessive and to produce exorbitant 
profits. 

It is well known that many of the 
States of the Union never before have 
had in their treasuries such great sur­
pluses as they have today. Senators are 
familiar with the fact that the State of 
New York has just had, or is in process 
of having, a special session of its legisla­
ture, and that its legislatur.e recently en­
acted a law freezing in the Treasury of 
the State of New York $140,000,000 of 
surplus, to be held there for purposes of 
the post-war period. 

The Senator has mentioned my own 
State. I say, Mr. President, that in Wis­
consin the yield from the income taxes 
and from other corporate taxes has ex-

ceeded the wildest dreams the estimator'S 
had at the time when they made their 
estimates predicated upon peacetime 
yields. The Federal Government, as 
everyone knows, is in great difficulty in­
sofar as its receipts and expenditures are 
concerned. I mean that huge deficits 
are piling up day after day. Yet it is 
proposed here, in behalf of the States 
which have benefited revenue-wise, from. 
the Government's expenditures for war, 
that when a contractor had acknowl­
edged in an agreement with the Govern­
ment that he had made excessive profits, 
and was ready to refund them, the State 
would say, "Oh, no; wait a minute. Be­
fore the Federal Government has the full 
refund, we want our cut out of it." 

Mr. President, I cannot believe that the 
Senate or the Congress, charged with the 
res'ponsibility of doing all in its power to 
protect the Federal fiscal situation in 
this grave emergency, will yield to any 
such importunities and to any such prop­
osition as is involved in the amendment, 

Therefore, Mr. President, I hop3 the 
amendment will be rejected. With all 
due respect to my esteemed friend the 
Senator from Connecticut [Mr. DANA­
HER], I say that I regret that I cannot 
agree with him about the amendment, 
even though my own State is involved. 
But I do not think the proposition can 
stand analysis. The only argtu'llent 
which could be made for it is that, as 
a practical proposition, it is desired to 
relieve the States of some difficulty. But 
what would we do to the renegotiation 
agencies of the Government if we forced 
them to reopen all the closed agreements, 
and to readjust those agre::ments, in 
order that the States might have their 
"cut" of profits which were never right­
fully earned? 

Mr. DANAHER. Mr. President, will 
the Senator yield? 

The PRESIDING OFFICER (Mr. EL­
LENDER in the chair). Does the Senator 
from Wisconsin yield to the Senator from 
Connecticut? 

Mr. LA FOLLETTE. I yield. 
Mr. DANAHER. I am certain the Sen­

ator is acting under a misapprehension 
in thinking that the closed agreements 
would be reopened. They would not be. 
Vve had that matter before the commit­
tee, and we had the assistance of Mr. 
Starn's analysis in that respect. I am 
certain the Senator will recall his ad­
vices that the . closed agreements would 
not be opened. 

Mr. LA FOLLETTE. Mr. President, 
the Senator's amendment is prospective 
insofar as it concerns the denial to the 
States of any right to the excessive cr 
exorbitant profits, but the amendment 
would be retroactive insofar as concerns 
the closed agreements. One of the things 
the committee did was to refuse to re­
open the closed agreements, even to give 
the contractors or subcontractors the 
right to go into court and obtain a review 
of the determination. I am certain I am 
correct about that. I have just conferred 
with representatives of the renegotiating 
agencies, and have been informed that 
under the very language which is pro­
posed in the amendment they would be 
forced to open up thousands of agree­
ments, because it has been the universal 
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policy of all the renegotiating agencies 
to deny this appeal on the pa,rt of the 
States. 

Therefore, the agreements having been 
elosed on that ground, obviously they 
would have to be reopened, if the Sen­
ator's amendment were to prevail. 

Mr. TAFT. Mr. President, I do not 
agree at all with the Senator from Wis­
consin. The actual condition is that in 
1942 a great many companies operated 
perfectly properly. Their profits were 
not necessarily exces$ive under any 
standard anybody had established. They 
made their returns. They figured out 
what their net income was. They then 
paid their taxes in 1942 to the various 
States, based on their net incomes. 

Afterward as it developed the Federal 
Government came along and said, "Here, 
ycu have to pay back to us a lot of 
money." To do so would reduce the com­
panies' net incomes, on the basis of which 
they had already made tax payments to 
the States. The Federal Government 
said, "You must get that back from the 
States. That is none of our concern. We 
will not allow you credit for the sums 
you paid to the States under a misappre­
hension. We will only allow you a pro­
portion of it, a reduced amount of the 
net income which we think you wiil have 
after we take the money away from you 
by means of renegotiation. You must 
get the rest of it from the States." 

As a matter of fact, many States do not 
provide for refunds under such condi­
tions. They cannot be obtained unless 
the States enact special laws allowing 
special claims. I think the States should 
do so if we do not do anything about it. 
After all, renegotiation has taken away 
from these companies large amounts. 
It seems to me to be impractical, and an 
unreasonable requirement to say to the 
companies, "You must reopen your rela­
tions with the States and get the money 
back in that way." For the year 1942, 
I cannot see why it is not a very much 
simpler matter to permit the States to 
keep those taxes and reduce the amount 
of the renegotiation payments by such 
amounts. 

With respect to the retroactive provi­
sion, I am not quite certain what that 
provides, but on principle, and as a prac­
tical matter, it seems to me that that is 
the best way to treat it. After all, we are 
getting money that was brought in only 
by the renegotiation statute, under an ex­
traordinary procedure. Most of the com­
panies did not realize that it was as ex­
tensive as it proved to be when they com­
pleted the year 1942. It seems to me to 
be perfectly reasonable to leave this as 
it stands, and not require the companies 
to get the money back from the States, 
under machinery which is often defec­
tive, and which is certainly very compli­
cated in a large number of States. 

Mr. BARKLEY. Mr. President, my 
State, through an organization of State 
revenue departments, has brought this 
matter to my attention. I had a confer­
ence yesterday with a gentleman from 
Connecticut, I believe, who is here repre­
senting the various State revenue de­
partments. I was not convinced by his 
statement. He made a perfectly clear 
statement, but it did not convince me, 
and I am not yet convinced-although 

my mind is open on the subject-that we 
ought to take money out of the Treasury 
of the United States and make refunds 
to corporations or individuals for taxes 
paid into the State treasuries, which 
would probably not have been paid if 
the renegotiation· had taken place prior 
to the time the tax had to be paid to the 
State. That is what this amounts to, if 
I correctly understand it. Is that the 
correct interpretation? 

Mr. DANAHER. Mr. President, let me 
say to the Senator that it is the inten­
tion of the draftsmen of this amendment 
that in cases in which renegotiation has 
not been concluded, and in which in fact 
hitherto, and prior to renegotiation, the 
contractor had paid his State taxes, the 
moneys so paid to the States shall be 
treated as an item of cost, whether the 
cases arise in Kentucky, Pennsylvania, 
or any other State. 

Mr. BARKLEY. What it amounts to 
is that out of the Treasury of the United 
States a corporation will be reimbursed 
for what it has paid into the State treas­
ury. 

Mr. DANAHER. No. 
Mr. BARKLEY. Why not, if it is re­

opened, so that it is treated as an item 
of cost in 1942, or at any time prior to 
July 1, 1943? If it is to be treated as an 
item of cost in any settlements which 
have been made up to that time, so that 
the amount that would have been de­
ducted is different, I do not see how it 
results in anything else except the Fed­
eral Government reimbursing the cor­
poration after the renegotiation has 
been terminated, with the amount which 
the State received, and which it would 
not have received if a smaller amount 
had been the basis of the State income 
tax. 

Mr. DANAHER. I think we can state 
it in another way. In 1942 the A cor­
poration was a contractor with the Gov­
ernment. It performed its contract, and 
when it came to the Renegotiation 
Board, the Renegotiation Board said: 

The amount which you have paid to the 
State Of Kentucky-or the State of Connect­
icut-as a tax on your earnings, to the 
amount which we now say were "excessive 
profits" will not be allowed to you as an item 
of cost. We, the renegotiators for the Gov­
ernment, will not allow as an item of cost 
the amount of a tax which the State has 
alre~dy collected on that part ·of your income 
or earnings which we say constituted "ex­
cessive profits." 

The State already has the money. 
It is not a question of refunding any­
thing to the State in that respect. 

Mr. BARKLEY. I probably misstated 
what I had in mind. It is a refund to 
the corporation, and not to the State, the 
State already having received the money. 

Mr. DANAHER. Yes. 
Mr. BARKLEY. Assuming that the 

same corporations will continue to do 
business in the States, what is to prevent 
the States from making a sort of nunc 
pro tunc allowance in the future calcu­
lations of State taxes based upon the 
fact that it received more money than the 
actual net income for a previous year 
justified? 

M:r. DANAHER. On all business from 
July 1, 1943 forward, the State can do 
so. For example, on income-tax returns 

to be filed in 1944, on 1943 business, it 
can do so, because the tax has not yet 
been paid. But on all the taxes which 
were paid to the States prior to the close 
of the fiscal year ending June 3e, 1943, 
the ·States cannot adjust the payment. 
In fact, in many instances the money has 
been expended by the States. 

Mr. BARKLEY. That may be true; 
but suppose that in some States, in cal- , 
culating the amount of tax for 1943, the 
State should agree tpat in 1942 the tax­
payer paid a tax on more income than he 
actually had, as developed by renegotia­
tion. Why should not the State make 
an offset in 1943 taxes in order to adjust 
an overpayment in 1942? 

Mr. DANAHER. That is a perfectly 
fair question. I assume that in my State 
and in a good many other States the 
State authorities have done and will do 
that very thing. But there are yet other 
States which have not done it and can· 
not do it with respect to the closed years. 

Let me say further to the Senator that 
some of these renegotiation agencies 
have hitherto-at least during 1942 and 
part of 1943-actually allowed as a cost 
those taxes which were paid to the States. 
It is only within the past few months that 
there has been anything like a uniform 
policy with reference to this whole busi­
ness, and consequently, once uniformity 
of treatment was established, everyone 
knew where he was and was able to ad­
just himself. I am talking about those 
cases which were in fact closed and in 
which payments were in fact made be­
fore June 30, 1943. 

Mr. BARKLEY. In other words, it 
seems to me that the retroactive feature 
of this amendment-and the Senator 
will correct me if I am mistaken-would 
operate in this way: The cases which 
have been closed, and in which too much 
was paid to the State, would be reopened, 
and the taxpayers would be allowed 
credit for the overpayment to the State, 
which means that the money must be 
paid out of the Federal Treasury. That 
is correct, is it not? 

Mr. DANAHER. I do not understand 
that there would be any payment out of 
the Federal Treasury, but rather that 
the Price Adjustment Board, in the rene­
gotiation--

Mr. BARKLEY. If the corporation 
were still doing business and had a con­
tract which had to be renegotiated, it 
might be taken into consideration in the 
renegotiation. But if the corporation in­
volved is already through w-ith the Fed­
eral Government, if its contract has ter­
minated and it has no current business, 
if the case is reopened to make this 
allowance, it must be paid out of the 
Treasury, as I see it. 

Mr. DANAHER. This is the way the 
thing shapes up in my mind: As I have 
already frankly and candidly stated, I 
can understand how it is possible- to make 
plenty of arguments against the amend­
ment. I said that before the Senator 
entered the Chamber. However, I am 
trying to deal with a practical situation. 

Mr. BARKLEY. I am not making ar­
guments against it. I am trying to find 
out the facts. 

Mr. DANAHER. My good friend from 
Wisconsin [Mr. LA FoLLETTE] made an 
excellent argument against it. I saw that 
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he had half risen to his feet to resume, so 
I headed him off. 

Mr. LA FOLLETTE. The Senator's 
efforts will be unavailing. [Laughter.] 

Mr. DANAHER. Mr. President, I think 
we ought to take this matter to confer­
ence. I think that between now and con­
ference time we shall :have an opportu­
nity to loolr into the question of exactly 
how many contracts, if any, would be 
reopened, or how many refunds would 
be made from the Treasury. I do not 
believe there would be any. I have not 
had the benefit of consultation with the 
cffi~ers of the Price Adjustment BJard, 
t~,s the S~nator from Wisconsin says he 
has had-and, of course, I believe hin1-
but ihave consulted with Mr.S~am,chief 
of our joint staff, ·and with the legisla­
tive draftsman, both of whom assure me 
that there need not be the reopening 
which the Senator from Wisconsin fears. 

Mr. LA FOLLETTE. I do not know . 
who gave the Senator that assurance. 

Mr. GEORGE. Mr. President, I should 
like to clarify one point. This amend­
ment does not open up any case that has 
actually been settled. It could have no 
application ex~ept to the pending cases 
for years prior to July 1, 1943, 'which 
would mean the fiscal year 1942. We 
never open up an agreement or any­
thing of that kind unless there is an ex­
press provision in the statute to do so. 
The amendment could only have appli­
cation to those unsettled cases where 
actual payments have been made to ~he 
State. It would not have any effect on 
the fairness or unfairness of the proposal 
as between taxpayers. I think it is clear 
that the amendment itself would not 
open up any closed agreements, or any 
agreements: 

Mr. DANAHER. I thank the Senator 
from Gzorgia, and I yield the floor. 

Mr. LA FOLLETTE. Mr. President, 
the amendment reads: 

In determining exc3ssive profits under the 
Renegotiation Act, for fiscal years ending 
prior to July 1, 1943, amounts paid prior to 
such determination with respect to taxes im­
posed by any State, TErritory, or political 
subd"lvision thereof, which are measured by 
income, shall to the extent so paid be allowed 
as items of ccst. • 

I dislike to · disagree with the distin­
guished chairman of the Finance Com­
mittee. 

Mr. GEORGE. No; Mr. President, I 
chould like to be understood about the 
matter. The amendment contains the 
words "in determining excessive profits." 
H the profits have been determined and 
~;ettled it would be necess9XY. to go far 
lJeyond the . provisions of the amend­
lnent to open up any agreement of that 
J~ind. The amendment is not a commit­
tee amendment, as the Senator knows. 

Mr. LA FOLLETTE. Mr. President, 
perhaps the Senator is correct, but I 
think tlle language is subject to other 
interpretation. I also wish to point out 
that the argument made here is that it 
will b~ some trouble for the States to 
take care of the corporate taxpayers 
who have paid income taxes upon profits 
which they subsequently admitted were 
excessive, and were willing to refund to 
the Government. I ask : In this hour of 
our trial, at a t ime when the Congress has 
labored for months and brought forth a 

mouse so far as revenue requirements of 
the Government are concerned, and at 
a time when the States have benefited 
tremendously from enormous expendi­
tures by the Federal Government for war 
purposes, who is in a better position to 
enact special legislation ? This is special 
legislation. It is designed to take care 

· of the State's problem for the State. 
Mr. President, when a State such as New 
York has $140,000,000 surplus 'Yhich has 
baen frozen for the duration of the war, 
and when the treasuries of States such as 
mine and other States are bulging with 
revenues because of war expenditures to 
an extent never known before in their 
h istory, upon whom should we place the 
burden of passing legislation to take care 
of the situa.tion? 

I also point out that in the end the 
money will come out of the Treasury of 
the United States in the sense that the 
Treasury will not receive dollars which 
the corporation has agreed represent EX­
cessive profits because the States have 
clamped down upon them before the Fed­
eral Government gets the money. 

Mr. President, in the light of all the 
circumstances and facts I think this is 
really an outrageous proposal. It seems 
to me that when we look at the total pic­
ture involved in the amendment, we must 
real:ze that this is an unreasonable re­
quest on the part of the States which to­
day are in better financial condition than 
they have ever been in all their history, 
and when the Federal Government ·is in 
the dire position of having to impose 
through this bill taxes which under no 
other circumstances would any Senator 
rise on the floor to justify. When we im­
pose a retail-sales tax of 20 or 25 percent 
on any article we are imposing an inde­
fensible rate of taxation. Vve do it be­
cause we are pressed for revenues. Now 
States which are rolling in wealth and 
surpluses due to war expenditures are 
asking the Federal G<:>vernment to tal~e 
care of a problem which they should take 
care of themselves, at a time when they 
are financially in a very rr:uch better po­
sition to take care of it than is the Fed­
eral Government which is running up 
a deficit of billions of dollars every year. 

Mr. BARKLEY. Mr. Pres~dent, will 
the Senator yield? 

l\1r. LA FOLLETTE. I yield. 
Mr. BARKLEY. If this amendment is 

to be adopted I thinlc it ought to be 
changed at least to the extent of clari­
fying its intention so far as past closed 
renegotiated cases are concerned. In or­
der that I may contribute a little to that 
clarification I move that in the first line 
of the amendment the word "determin­
ing'' be stricken out and in its place there 
be inserted the words "future determina­
tion of", so' that it will read: 

(e) State .taxes: · In future determination 
of excessive ·profit s under the Renegotiation 
Act, for fiscal years-

And so forth. That would eliminate 
the possibility of going back to these 
cases which have already been closed, 
e:ther by agreement or order, and re­
opening them on the question of State 
taxes, so that it might be interpreted 
to mean that the corporation or individ­
ual should be reimbursed for the pay­
ment of State taxes out of the ~reasury 

when the contract had already been 
negotiated and closed. 

We have amended this measure so as 
not to reopen any of those cases and I 
do not wtsh to see them reopened so far 
as payment of State taxes is concerned. 
The Senator from Connecticut has said 
it is not his intention to do that. In 
order that his intention may be inte­
grated with the amendment, I offer the 
amendment to amend in the way which 
I have stated. I am not committing my­
self one way or the other if the change 
should be agreed to. 

Mr. GEORGE. Mr. President, I think 
it would be better to say "pending and 
unclossd negotiations for this past year," 
instead of "future determination." 

Mr. BARKLEY. ·wen, it is future de­
termination of the excess profits. The 
determinations are to be made in the 
future. That, of course, would app:y to 
pending cases. 

Mr. GEORGE. If the amendment is 
agreed to it can go to conference. 

Mr. BARKLEY. Yes. 
Mr. GEORGE. I have this trouble in 

mind concerning the amendment, and I 
do not know whether I have made my­
self plain about it or not. As between 
the taxpayer who does not receive the 
bemfit that this amendment would give 
him, and the taxpayer who has not yet 
concluded the negotiation, an inequality 
would be created. Maybe every case 
should stand on its own bottom, but it 
would result in some inequality of treat­
ment between taxpayers beyond any 
doubt. If the amendment is agreed t:J 
of course it ought to he very thoroughly 
examined in conference although I think 
p2rhaps the language suggested by the 
Senator would be sufficient on that point. 

The PRESIDING OFFICER. The 
question is on the amendment offered by· 
the Senator from Kentucky [Mr. BARK­
LEY] to the amendment of the S~nator 
from Connecticut [Mr. DANAHER]. 

The amendment to the amendment· 
was agreed to. 

The PRESIDING OFFICER. The 
question recurs on the_ amendment of 

, the Senator from Connecticut, as 
amended. 

Mr. BARKLEY. Mr. President, am I 
·correct in my understanding that the 
Senator from Connecticut said that the 
words "or accrued" in the third line have 
already been eliminated? 

Mr. DANAHER. I so stated, so tha,t 
I would not run into the argument made 
by the Senator from Wisconsin, but I 
ran into it anyway. 

The PRESIDING OFFICER. The 
question is on the amendment of the 
Senator from Connecticut, as amended. 
[Putting the question. J 

Mr. DANAHER. I ask for a division. 
Mr. LA FOLLETTE. I ask for the 

yeas and nays. • 
The PRESIDING OFFICER. Is the 

demand for the yeas and nays second2d? 
The yeas and nays were not ordered. 
Mr. BARKLEY. I think there ought 

to be a quorum call first. 
Mr. LA FOLLETTE I suggest the ab­

sence of a quorum. 
Mr. DANAHER. Mr. President., will 

the Senator withhold the suggestion of 
the absence of a quorum? 
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Mr. LA FOLLETTE. For what pur­

pose? 
Mr. DANAHER. To the end that we 

may have a test on a division. 
Mr. LA FOLLETTE. No, I want Sen­

ators to go on record. I want to find 
out whether we are going to protect the 
Treasury of the United States at this 
time, or whether we are going to enact 
a piece of legislation to benefit the State 
treasuries which are bursting with sur­
pluses. 

The PRESIDING OFFICER. The ab­
sence of a quorum having been suggested, 
the clerk will call the roll. 

The Chief Clerk called the roll, and 
the following Senators answered to their 
names: 
Aiken 
Andrews 
Austin 
Bailey 
Bankhead 
Barkley 
Bilbo 
Bone 
Brooks 
Buck· 
Burton 
Bushfield 
Butler 
Byrd 
Capper 
Caraway 
Chavez 
Clark, Mo. 
Connally 
Danaher 
Davis 
Eastland 
Ellender 
Ferguson 
George 
Gerry 

Gillette 
Green 
Guffey 
Hatch 
Hawkes 
Hayden 
Hill 
Holman 
Johnson, Colo. 
Kilgore 
La Follette 
Langer 
Lodge 
Lucas 
McCarran 
McClellan 
McFarland 
McKellar 
Maloney 
May bank 
Mead 
Millikin 
Moore 
Murdock 
Murray 
Nye 

O'Daniel 
O'Mahoney 
Overton 
Radcliffe 
Reed 
Revercomb 
Reynolds 
Russell 
Shipstead 
Stewart 
Taft 
Thomas, Utah 
Tobey 
Truman 
Tunnell 
Tydings 
Vandenberg 
Wallgren 
Walsh, Ma~s. 
Walsh, N.J. 
Wheeler 
Wherry 
White 
Wiley 
Willis 

The PRESIDING OFFICER. Seventy­
seven Senators having answered to their 
names, a quorum is present. The ques­
tion is on the amendment offered by the 
Senator from Connecticut [Mr. DANA­
HER], as amended. 

Mr. LA FOLLETTE. I ask for the yeas 
and nays. 

The yeas and nays were ordered, and 
the legislative clerk called the roll. 
· Mr. DAVIS. I have a general pair with 
the junior Senator from Kentucky [Mr. 
CHANDLER]. In his absence, not knowing 
how he would vote, I withhold my vote. 
If perm1tted to vote, I should vote "yea." 

Mr. BANKHEAD. I have a general 
pair with the senior Senator from Oregon 
lMr. McNARY]. Not knowing how he 
would vote if present, I withhold my vote. 

Mr. HILL. I announce that the Sen­
ator from Virginia [Mr. GLASS] is ab­
sent from the Senate because of illness. 

The Senator from Kentucky [Mr. 
CHANDLER], the Senator from Idaho [Mr. 
CLARK], the Senator from Texas [Mr. 
O'DANIEL], the Senator from South Car­
olina [Mr. SMITH], and the Senator from 
Indiana [Mr. VAN NuYsJ are necessarily 
absent. 

The Senator from Florida [Mr. PEP­
PER] is detained because. of a slight cold. 

The Senator from Nevada [Mr. ScRoG­
HAM] is absent on official business. 

The Senator from Texas [Mr. CON­
NALLY], the Senator from California 
[Mr. DowNEY], the Senator from Iowa 
[Mr. GILLETTE], the Senator from Okla­
homa fMr. THOMAS], and the Senator 
from New York [Mr. WAGNER] are de­
tained in Government departments on 

matters pertaining to their respective 
States. 

Mr. THOMAS of Utah. I have a gen­
eral pair with the Senator from New 
Hampshire [Mr. BRIDGES]. I transfer 
that pair to the Senator from New York 
[Mr. WAGNER]. I am not advised how 
either Senator would vote if present. 

Mr. WHITE. The Senator from Ore­
gon [Mr. McNARY] and the Senator from 
Iowa [Mr. WILSON] are absent because 
of illness. 

The Senator from Minnesota [Mr. 
BALL], . the Senator from Maine [Mr. 
BREWSTER], and the Senator from New 
Hampshire [Mr. BRIDGES] are neces­
sarily absent. 

The Senator from South Dakota [Mr. 
GURNEY] and the Senator from Wyo­
ming [Mr. RoBERTSON] are unavoidably 
detained. 

The result was announced-yeas 25, 
nays 48, as follows: 

Bailey 
Bilbo 

. Brooks 
Buck 
Burton 
Bushfield 
Butler 
Danaher 
George 

Aiken 
Andrews 
Austin 
Barkley 
Bone 
Byrd 
Capper 
Caraway 
Chavez 
Clark, Mo. 
Eastland 
Ellender 
Fergm:on 
Green 
Guffey 
Hatch 

YEAS 25 
Gerry 
Hawkes 
Lodge 
Maloney 
Millildn 
Moore 
Overton 
Radcliffe 
Reed 

NAYS 48 

Revercomb 
Taft 
Thomas, Idaho 
Tobey 
Walsh, N.J. 
Wherry 
Willis 

Hayden Nye 
Hill O'Mahoney 
Holman Reynolds 
Johnson, Colo. Russell 
Kilgore Shipstead 
La Follette Stewart 
Langer Thomas, Utah 
Lucas Truman 
McCarran Tunnell 
McClellan Tydings 
McFarland Vandenberg 
McKellar Wailgren 
Maybank Walsh, Mass. 
Mead Wheeler 
Murdock White 
Murray Wiley 

NOT VOTING 23 
Ball Downey Robertson 

Scrugham 
Smith 
Thomas, Okla. 
Van Nuys 
Wagner 
Wilson 

Bankhead Gillette 
Brewster Glass 
Bridges Gurney 
Chandler Johnson, Calif. 
Clark, Idaho McNary 
Connally O'Daniel 
Davis Pepper 

So Mr. DANAHER's amendment, as 
amended, was rejected. 

The PRESIDING OFFICER. The 
Chair desires to call the attention of the 
Senator from Georgia to the fact that 
the amendment in section 802, page 189, 
has not as yet been acted upon. It has 
been stated, but not voted upon. 

Mr. GEORGE. I should like to have 
the amendment acted on. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment on page 189, beginning -on line 3. 

The amendment was agreed to. 
Mr. GEORGE. Now, Mr. President, I 

send to the desk an amendment and ask 
that it be stated, and I shall then offer a 
short explanation. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 167, line 5, 
after the word "recovered," it is proposed 
to insert "from amounts previously ex­
pended from appropiiations from ·the 
Treasury." 

Mr. GEORGE. Under subsection (c) 
(1) all moneys recovered by way of re­
payment or suit shall be covered into the 
Treasury as miscellaneous receipts. This 
provision, it is pointed out, should not 
apply to contracts of the Defense Plant 
Corporation, Metals Reserve Company, 
and other corporations which operate on 
borrowed funds and not on appropria­
tions. Their recoveries should be re­
tained and disposed of in accordance with 
their corporate procedure. 

The amendment is. offered for that 
purpose. 

The PRESIDING OFFICER. The 
question is on agreeing to the amendment 
offered by the Senator from Georgia. 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, I send 

forward another amendment which I ask 
to have stated. 

The PRESIL·ING OFFICER. The 
amendment will be stated. 

Mr. GEORGE. Mr. President, the 
amendment is somewhat lengthy, and I 
think it will enable the Senate to un­
derstand it better if I make a word of 
explanation of it in advance. The 
amendment is suggested by the Treas­
ury. It is an amendment which should 
be agreed to, and if anything else is 
needful in connection with the amend­
ment it can be arranged in conference. 

Mr. President, this amendment deals 
with the credit for income taxes paid 
upon excessive profits subsequently re­
covered through renegotiation. Under 
section 3806 as it now stands a contrac­
tor who has been "renegotiated" is per­
mitted to reduce the amount of profits he 
must return to the Government, or the 
amount which will be withheld from 
him, by the amount of the income taxes 
theretofore paid upon such profits. This 
provides an equitable adjustment and 
obviates the need for many tax refunds. 

However, as a result of the cancela­
tion of 1 year's tax liability by the Cur­
rent Tax Payment Act, the operation of 
section 3806 as to the years 1942 and 1943 
may not be satisfactory in all cases. In 
some instances a credit will have been 
allowed for taxes that have subsequently 
been canceled and therefore should not 
have been allowed. In other cases, the 
credits now provided will not be suf­
ficient to prevent hardship upon con­
tractors. For example, if a contractor's 
income for 1942 was high and his 1943 
income much lower, renegotiation may 
reduce his 1942 income so that the tax 
paid for 1942 prior to enactment of the 
Current Tax Payment Act may exceed 
the 1943 liability to which it is applied. 
In such and other similar cases an addi­
tional credit should be provided to reduce 
the repayments of excessive profits by the 
amount of the overpayment of 1943 in­
come tax. 

While administrative disposition might 
be made of the matter under present law, 
the proposed amendment will clarify this 
type of situation, in a manner consistent 
with present administrative procedures 
in renegotiation, by providing in effect 
that the credits allowed under section 
3806 are to be increased or decreased 
wherever necessary to meet the effects 
of the application of the Current Tax 



1944 CONGRESSIONAL RECORD-SENATE 529 
Payment Act. Accordingly, the provi­
sion does no more than to continue the 
present policy of section 3806 with spe­
cific provision for the adjustments re­
quired by reason of the cancelation of 1 
year's tax liability. It will serve to avoid 
the possible uncertainties that might 
arise were the matter left as it now is to 
administrative solution. The Treasury 
and the service departments have recom­
mended its adoption. 

The amendment is lengthy, but I have 
tried to explain its purpose as briefly as 
possible. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. At the proper place 
in the bill it is proposed to insert the 
following: 

SEC.-. Certain credits of individuals with 
respect to renegotiation of war contracts or 
disallowance of reimbursement. 

Section 3806 (b) (relating to credit against 
repayment on account of renegotiation or 
allowance) is amended by renumbering 
paragraphs (2) and (3) as paragraphs (3) 
and (4) respectively and inserting after para­
graph (1) the following new paragraph: 

"(2) Special Rules as to Individuals for 
1942 and 1943.-In the case of an individual 
subject to the provisions of sections 58, 59, 
and 60 of chapter I and to the provisions of 
section 6 of the Current Tax Payment Act of 
1943-

.. (A) No credit shall be allowed under para­
graph (1) of this subsection for any amount 
by which the tax for the taxable year 1942 
under chapter 1 is decreased by the applica­
tion of paragraph (1} or paragraph (2) of 
subsection (a). If, contrary to the foregoing 
provisions of this subparagraph, any part of 
the amount shown on the return as such 
tax for the taxable year 1942 or any part of 
an amount assessed as such tax for such year 
or as an addition to such tax is credited 
against excessive profits eliminated for such 
year or against an amount disallowed for 
such year, the individual shall pay into the 
Treasury an amount equal to the amount of 
such credit, and if such amount is not vol­
untarily paid, the Commissioner shall, de­
spite the provisions of the Current Tax Pay­
ment Act of 1943, collect the same under the 
usual methods employed to collect the tax 
imposed by chapter 1. For the purposes of 
this section the amount required by this 
subparagraph to be paid into the Treasury 
shall be considered as an amount of excessive 
profits eliminated for the taxable year 1942, 
or an amount disallowed for such year, as the 
case may be; and, despite the provisions of 
the Current Tax Payment Act .of 1943, the 
payment of such amount shall not be con­
sidered as payment on account of the tax 
or estimated tax for the taxable year 1943. 

"(B) In the case of a renegotiation with 
respect to the taxable year 1942 which is 
made after the enactment of the Current 
Tax Payment Act of 1943 and prior to the 
date on which the individual files his return 
for the taxable year 1943 and with respect 
to which pa¥ment or repayment of the ex­
cessive profits eliminated or any part thereof 
is deferred by agreement, if the amount 
shown as the tax on the return for the tax­
able year 1943 reflects the application of para­
graph (1) of subsection (a} with respect to 
the taxable year 1942 and is computed in 
accordance with the provisions of section 6 
of the Current Tax Payment Act of 1943, 
there shall be credited against ·the excessive 
profits eliminated for the taxable year 1942 
the amount by which the sum of the esti­
mated tax previously paid for the taxable 
year 1943 and the payments on account of 
the taxable year 1942 which are treated as 

XC--34 

payments on account of the estimated tax 
for the taxable year 1943, exceeds the 
amount shown as the tax on the return 
for the taxable year 1943: Provided, That 
the amount allowable as a credit under 
the foregoing provisions of this subparagraph 
shall not exceed (i) the amount of credit 
of overpayment of tax provided for in the 
agreement deferring payment or repayment 
of excessive profits eliminated or (ii} the 
amount of excessive profits eliminated for the 
taxable year 1942 which, at the time the 
credit is allowed, have not been paid or re­
paid to the United States or an agency 
thereof or applied as an offset against other 
amounts due the individual. If any credit 
is allowed under this subparagraph, no .other 
credit or refund under the internal revenue 
laws shall be made on account of the amount 
so allowed with respect to the taxable year 
1943. Any credit of overpayment of tax 
allowed pursuant to the agreement deferring 

· payment or repayment of excessive profits 
eliminated shall be considered as a credit 
allowed under this subparagraph. 

"(C) Except as prevented by the provisiems 
of the foregoing subparagraph (B), there shall 
be credited against the amount of excessive 
prcfits eli~inated for the taxable year 1942 
the amount by which the tax for the taxable 
year 1943 as computed under section 6 of the 
Current Tax Payment Act of 1943 is decreased 
by reason of the application of paragraph 
(1} of subsection (a} with respect to the 
taxable year 1942; and there shall be credited 
against the amount disallowed for the tax­
able year 1942 the amount by which the tax 
for the taxable year 1943 as computed under 
section 6 of the Current Tax Payment Act 
of 1943 is decreased by reason of the appli­
cation of paragraph (2) of subsection (a} 
with respect to the taxable year 1942. 
For the purposes of the foregoing provisions 
of this paragraph, the terms 'taxable . year 
1942' and 'taxable year 1943' shall have the 
meanings assigned to them by section 6 (g) 
of the Current Tax Payment Act of 1943." 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from 
Georgia. · 

The amendment was agreed to. 
Mr. GEORGE. Mr. President, I send 

forward a number of clerical amend­
ments made necessary by reason of other 
amendments already agreed to. It will 
be necessary in connection with them to 
reconsider the action by which some 
amendments have been agreed to, in or­
der that they may be amended. 

The PRESIDING OFFICER. The 
amendments will be stated en bloc. 

The CHIEF CLERK. On page 1,68, in line 
3, it is proposed to strike out "are" and 
insert "is"; 

On page 168, in line 7, it is proposed 
to strike out "are" and insert "is"; 

On page 182, in line 3, it is proposed 
to strike out " (G) " and insert "(F) "; 

On page 182, in line 11, it is proposed 
to strike out "(I) " and insert " (G) "; 

On page 182, in line 17, it is proposed to 
strike out "(E)", "(G)", "(H)", and "(I)", 
and insert "(F), and (G)"; 

On page 184, in line 7, it is proposed to 
strike out "<D) " and insert "(E) "; and in 
line 12, to strike out "(E) " and insert 
"(F)"; 

On page 186, in line 22, it is proposed 
to strike out "(i) (1) (H), (i) (1) (!)" 
and insert "(i) (1) (G)." 

On page 187, line 1, after "subsection 
(d)" it is proposed to insert "and (e) (2) ." 

The PRESIDING OFFICER. Without 
objection, the votes by which the amend­
ments proposed to be amended were 
agreed to will be reconsidered, the 
amendments proposed will be agreed to, 
and the amendments, as amended, are 
agreed to. 

Mr. GEORGE. Mr. President, I be­
lieve that completes the committee 
amendments. If any committee amend­
ment has been overlooked, I would ap­
preciate it if Senators would bring it to 
my attention at this point. 

The PRESIDING OFFICER. The bill 
is still open to amendment. 

Mr. McCARRAN. Mr. President, 
earlier today I called an amendment to 
the attention of the Senator from Geor­
gia, and notwithstanding the fact that 
we had passed the place in the bill where 
it would be applicable, I understood that 
he would not attempt to foreclose con­
sideration of it. I now aslt that the 
amendment be stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The CHIEF CLERK. On page 38, line 4, 
it is proposed to insert the following: 

(y) (2) Deferr~d maintenance deduction­
Carriers: The deduction for deferred mainte• 
nance provided in section 128 (B). 

On page 67, line 1, it is proposed to in­
sert the following new section: 

SEC.-. Chapter 1 is amended by inserting 
after section 128 the following new section: 

"SEc. 128 (B). (a) Deferred maintenance 
deduction-Carriers: In computing the net 
income of any carrier subject to the Inter­
state Commerce Act, there shall be allowed 
as a deduction, in addition to deductions 
otherwise provided for in this chapter, the 
amount which such carrier shall, pursuant 
to authorization of the Interstate Commerce 
Commission, accrue in its maintenance re­
serve account to provide for the cost of 
maintenance and repairs which it is unable to 
undertake or complete in any taxable year 
beginning after December 31, 1942: Provided, 
That United States Treasury · securities shall 
be set aside and held by the taxpayer in a 
face amount at all times not less than the 
balance in said maintenance reserve account: 
Provided fuTther, That expenditures subse­
quently made on account of any maintenance 
or repairs for which accruals have been made 
in said reserve account shall be charged 
against said account and shall not be deduct• 
ible in the determination of net income, ex­
cept to the extent provided in subsection 
(b) hereof. 

"(b} The deduction provided in subsection 
(a} of this section may be taken in any tax­
able year beginning after December 31, 1942, 
but may not be taken in any taxable year 
beginning after December 31 in the year in 
which the President shall issue his proclama­
tion declaring the war to be at an end. Any 
amount remaining in the maintenance re­
serve account on December 31 of the fifth 
year following the year in which the President 
shall issue his proclamation as aforesaid shall 
be included Jn the gross income of the tax­
payer in the fifth year following the issuance 
of such proclamation and shall be taxed at 
the rate or rates applicable to the last year 
or years in which an equivalent amount of 
deduction was allowed, with interest at the 
rate or rates borne by the Treasury securities 
remaining in the taxpayer's treasury. Upon 
inclusion of such remaining amount in its 
gross income, any expenditures subsequently 
made on account of deferred maintenance 
and repairs shall be deductible under section 
23 (a} , and the taxpayer shall be relieved of 
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any further obligation to liold Treasury se­
curities under · the provisions of paragraph 
(a) of this section." 

Mr. McCARRAN. Mr. President, with 
reference to .the amendment I have just 
offered, and which has been read by the 
clerk, it will not be gainsaid that the 
common carriers and transportation 
lines of the country have during the past 
2% years or thereabouts been d~prived 
of the opportunity to obtain parts and 
repair equipment for their transporta­
tion facilities. The bus lines and truck 
lines of the country have been running 
on the ragged edge for a year or more. 
The railroads have been taxed to the 
limit to find parts or parts of parts or 
spare parts to keep their equipment in 
operating condition. That is due to the 
fact that the War Production Board, in 
looking to the welfare of the prosecu­
tion of the war, has seen fit to limit the 
use of metal in every respect, so that 
parts for repair, improvements, and con­
struction have been denied the common­
carrier lines. 

Mr. CLARK of Missouri. · Mr. Presi­
dent, will the Senator yield? 

Mr. McCARRAN. I yield. 
Mr. CLARK of Missouri. In addition 

to what the Senator has suggested as to 
the difficulty of obtaining parts for re­
placements and maintenance let me say 
that, if the equipment used on the trans­
portation system had been taken out of 
operation for the period of time nec­
essary in order to have made the re­
placements and maintenance repairs 
which ordinarily would have been made, 
it would have meant a complete break­
down of the transportation system. So, 
from every standpoint, it is necessary for 
the carriers to obtain the parts. 

Mr. McCARRAN. ·What the Senator 
from Missouri has said is correct. No 
agency or no group of which I know, save 
and except the young men and young 
women of the· country, have contributed 
more to the drive in this war than have 
the transportation agencies. That being 
true, we know that their equipment has 
deteriorated. Is it not right and proper 
that the carriers be permitted now to lay 
s.side that which the Interstate Com­
merce Commission would permit them to 
lay aside, so that when the war is over 
they may have a fund, audited, con- . 
trolled, regulated, and prescribed by the 
Interstate Commerce Commission, which 
will enable them to repair their equip­
ment and set it to rights again? 

Mr. REED. Mr. President, will the 
Senator yield? 

Mr. McCARRAN. I yield. 
lVIr. REED. I am in entire sympathy 

with the purpose of the amendment of­
fered by the Senator from Nevada. All 
of us are familiar with the transporta­
t ion agencies of the country, and I think 
we know tb:at the railroads in particular 
have been unable to obtain either the 
materials or labor reauired in order to 
keep their plants in -proper condition. 
Certainly they should be allowed to take 
out of their current income an amount 
sufiicient to do this work when the mate­
rials and the men are available. That is 
especially true when. all the deductions 
made and all the money deducted will be 
under the supervision, scrutiny, and rules 
of the Interstate Commerce Commission. 

I certainly hope the amendment of­
fered by the Senator from Nevada will 
prevail. · 

!\ r . McCARRAN. Mr. President, in the 
drafting of the amendment, I have gone 
a little further by way of providing what 
I thought was protection, in that I have 
made provision that the amounts allowed 
to be deducted, and which would be sub­
ject to supervision by the Interstate 
Commerce Commission, should be in­
vested in United S~ates Government 
bonds, and held in that form; and that 
if the repairs and replacements were not 
carried out in 5 years, then the tax must 
be paid, and the bonds would become the 
property of the Government. 

I shall not take the time of the Senate 
to discuss the amendment further. I 
think it has merit, and I submit it to 
the Senate with the hope that the Sen­
ate will agree to it. 

The PRESIDING OFFICER. The 
question is on agreeing to the an1endment 
offered by the Senator from Nevada. 

Mr. GEORGE. Mr. President, this 
matter has had consideration, indeed, 
very serious consideration, on several oc­
casions at the hands of the Finance Com­
mittee. In lieu of having provision made 
for deferred maintenance, the Finance 
Committee first gave up its own ideas and 
favored a provision for inventory reserves 
or deferred maintenance reserves. We 
have adopted what has become known to 
taxpayers generally as the net loss carry­
back, or the unused credit carry-back. 

We have the situation that if a railroad 
company runs into the red during the 
first year after the termination of the 
present war, it may expend money for 
deferred maintenance and may go back 
and apply such loss against its income 
for the previous 2 years. That arrange­
ment is not altogether satisfactory to 
the railway companies, although many 
of them lil{e it. There is, however, one 
feature of that provision which yet re­
mains to be studied, and which should 
be studied in connection with a bill to 
be taken up after this bill is out of the 
way. I refer to the carry-back of ex­
penses incurred, whether there has been 
any loss incurred· or not. The Treasury 
representatives spol{e of that principle 
this year, and indicated sympathy with 
it, but we have not had the opportunity 
fully to explore it. Therefore, I hope 
that the pending amendment will not be 
adopted at this time, not because of any • 
general disagreement with its objective 
but because a different method of treat­
ment is now in the revenue act. I think 
it would be improper and harmful to con­
sider a special provision which might be 
applicable only to railroad corporations 
and a few others, without saying what 
similar or comparable treatment should 
be given in other cases, to which this 
amendment would not apply. 
. Mr. McCARRAN. Mr. President, I do 

not wish to be at all captious in reply to 
the remarks of the able Sen8,tor from 
Georgia, but promises by the Treasury 
Department seem to be the last things 
carried out. The Treasury representa­
tives are usually promising and they ate 
usually studying. That is about all the 
taxpayer gets out of it. The Treasury 

Department is again studying and prom­
ising. 

To my way of looking at it, we have 
here a very simple way of dealing with a 
factual condition. The bus lines, the . 
truck lines, the railroads, and other 
common carriers of this country have 
undoubtedly, to the knowledge of every 
Hember of the Senate, been deprived of 
the opportunity to keep their equipment 
in proper shape because of the strin­
gency of war and because of the regula­
tions imposed upon them by the War 
Production Board. It seems to me to be 
a simple matter. I cannot see why it 
should be complicated at all, or why, 
under the regulations of the Interstate 
Commerce Commission, which are now 
the law, the carriers should not set aside 
that which will rehabilitate them when 
the war is over. 

The PRESID:U.'lG OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Nevada 
[Mr. McCARRAN]. 

The amendment was rejected. 
Mr. TRUMAN·. Mr. President, as we 

went through the bill, when the commit­
tee amendment on page 184, lines 3 to 6, 
was rejected, I asked the Senator from 
Georgia if I might offer a clarifying 
amendment, and he asked me to defer 
offering the amendment. 

Mr. GEORGE. Mr. President, I ask 
unanimous consent that the vote by 
which the committee amendment on 
page 184, after line 2, was rejected, be 
reconsidered so that the amendment of 
the Senator from Missouri may be 
offered. 

The PRESIDING OFFICER. Without 
objection, the vote by which the com­
mittee amendment on page 184, after 
line 2, was rejected, is reconsidered. 

Mr. TRUMAN. Mr. President, the 
amendment I am now offering has to do 
only with lines 3 to 6, inclusive, in the 
committee amendment on page 184. I 
ask that it be stated. 

The PRESIDING . OFFICER. The 
amendment offered by the Senator from 
Missouri will be stated. 

The CHIEF CLERK. On page 184, line 5, 
in the committee amendment, after the 
word "Board" it is proposed to strike out 
"normal competitive conditions affecting 
the sale of such article exist" and insert 
"competitive conditions affecting the sale 
of such article are such as will reason­
ably protect the Government against 
excessive prices." 

Mr. TRUMAN. Mr. President, the dis­
cretionary exemption provision respecting 
standard commercial articles has been · 
returned to the bill, just as it came from 
the House, and I think, in the form in 
wh!ch it is now, it never will be used. 
I am suggesting that the Government 
be protected aga·nst abnormal prices by 
adding my amendment, and I hope it will 
be agreed to. 

Mr. GEORGE. Mr. President, as I 
understand, the Senator is not proposing 
to change the discretionary power lodged 
in the Board of Review? 

Mr. TRUMAN. Not at all. I am simply 
making it a little clearer. -

Mr. GEORGE. I can see no objection 
to the amendment. At least I shall be 
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glad to take it to conference and examine 
it there. 

Mr. TRUMAN. I thank the Senator. 
The PRESIDING OFFICER. The 

question is on agreeing to the amendment 
offered by the Senator from Missouri 
[Mr. TRUMAN] to the committee amend­
ment on page 184, after line 2. 

The amendment to the amendment was 
agreed to. 

The amendment to strike out the text 
as amended was rejected. 

Mr. TRUMAN. Mr. President, I now 
offer an amendment relating to court 
review, which was read at the wrong 
point in the bill earlier in the day, and 
which the Senator from Georgia asked to 
have deferred. 

The PRESIDING OFFICER. The 
amendment offered by the Senator from 
Missouri will be stated. 

The CHIEF CLERK. On page 175, line 
1, before the word "for", it is proposed 
to insert "to set aside the determination 
and.'' 

On page 175, lines 2 to 7, it is proposed 
to strike out the following: 

Upon such filing such court shall have 
exclusive jurisdiction, by order, to finally 
determine the amount, if any, of such ex­
cessive profits received or accrued by the 
contractor or subcontractor, and such de­
termination shall not be reviewed or re­
determined by any court or agency. 

And to insert in lieu thereof the fol­
lowing: 

Such petition shall constitute the exclu­
sive method of review of such order and 
upon the filing thereof such court shall 
have exclusive jurisdiction by order finally 
to determine the amount, if any, of such 
excessive profits received or accrued by the 
contractor or subcontractor; such determina­
tion shall be subject to appellate review as 
in the case of other decisions of the court, 
but shall not be reviewed or redetermined 
by any other court or agency; and no suit 
b.rought for the purpose of restraining a re­
negotiation or the enforcement thereof, or 
the withholding or recovery of any amounts 
pursuant thereto, or for tha purpose of com­
pelling a~y action in disregard of a renego­
tiation, shall be maintained in any court, 
nor shall any renegotiation be set aside or 
disregarded in any suit or action in any 
court. The Court of Claims shall not set 
aside the determination made in the order 
unless it first appears that one or more 
material facts stated pursuant to subsection 
(c) (1) as the basis therefor are wrong or 
that the determination is based on one or 
more errors of law. If the O.etermination is 
set aside by the court, the court shall de­
termine the amount of excessive profits. 

And on page 175, line 14, after the 
words "shall not" it is proposed to in­
sert "except as hereinbefore provided." 

Mr. TRUMAN. Mr. President, I 
should like to make a brief statement 
with respect to this amendment. 

With respect to court review of rene­
gotiations, the Finance Committee's rec­
ommendation appears on the surface to 
differ from the House bill only in one sub­
stantial way. It changes the forum from 
The Tax Court to the Court of Claims. 
The Flnance Committee's recommenda­
tion and the House bill alike provide that 
the proceedings shall begin all over again 
and that the tribunal shall make a com­
plete redetermination on the basis of pro­
ceedings that would probably resemble 

the trial of a major rate case. But the 
change of tribunal represents a 1·eally 
fundamental change of concept. The 
Court of Claims is a real court whose de­
cisions are subject to review on certiorari 
by the Supreme Court in the same way 
that decisions of the circuit courts of 
appeals, for example, are reviewed. The 
Supreme Court has recently described 
The Tax Court, on the other hand, as not 
a court at all but an administrative tri­
bunal. Old Colony Trust Co. v. Com­
missioner (279 U. S. 716). The changing 
of its name from Board of Tax Appeals 
to Tax Court was purely a nominal 
change which did not affect its jurisdic­
tion, powers, or status. 

r Thus the House bill did not actually 
give the contractor hjs day in court. In­
sofar as the Finance Committee's pro­
posal gives the contractor his day in 
court, I know of no one in the Senate 
who disagrees with it. If the representa"! 
tives of the executive branch of the Gov­
ernment act on erroneous facts or mis­
interpret the law, the contractor should 
have a right to obtain ·correction in court. 
I think that is what the Flnance Com· 
mittee wanted to give him. If that is 
what it had in fact done I would have no 
quarrel with it. What the Finance Com­
mittee has done, however, ·is to provide a 
wholly new and lengthy proceeding that 
may interminably delay the correction of 
real error. It would give the contractor 
not his day in court, but 10 or 20 years 
in court; and it does not follow that if a 
day in court is good, 10 or 20 years is 
infinitely better. 

I do not think it was appropriate to 
provide that proceedings should start 
from scratch, just as though nothing had 
happened in the administrative agency, 
and the whole job of determining exces­
sive profits was up to the court. Rene­
gotiation is, by nature, an administrative 
function. There must be opportunity 
to consider informally numerous complex 
factors bearing upon a fair result, and 
there must be opportunity to negotiate 
across the table about them. Many con­
siderations affecting a final conclusion 
are necessarily developed by a process of 
negotiation and not by adjudication; 

When the results of such a process are 
brought under judicial scrutiny, it is a 
proper function of the court to find out 
whether the complainant has been really 
hurt by something that was improperly 
done. It is not its proper function to try 
to do the job all over again, encumbered 
by formal procedures, strict rules of evi­
dence, legal standards of proof, ending 
in the substitution of judicial judgment 
and discretion for that theretofore exer­
cised by responsible executive officials. 
The procedures and traditions of the 

· courts do not equip them to do such a job 
either as expeditiously or as well as the 
informed and responsible administrator. 

The courts should be available to pro­
vide relief, and expeditious relief, if the 
administrative officials have made ma­
terial errors of fact or of law. But that 
is quite a different thing from asking the 
courts to redo the job. Under the bill 
proposed by the Finance Committee, the 
Court of Claims is open not only to those 
who have been hurt through failure of 
the executive to do its job right, but 

equally to those with respect to whom 
the executive has done its job fairly and 
well. Contractors or their counsel may 
believe that the court would have a more 
liberal philosophy than the executive as 
to excessive profits by reason of being 
further removed from the grim realities 
and needs of wartime production. This 
belief might be particularly justified if 
the delay of court review should postpone 
final determination until after hostilities 
have ceased. . 

So viewed, a proceeding in the Court 
of Claims may appear to many to be an 
attractive gamble, in which the cost of a 
lawsuit is hazarded against the chance 
of obtaining a substantial reduction in 
the amount of profits found to be exces­
sive. Or corporate officials may be under 
pressure from certain groups of stock­
holders to pursue, as far as possible, any 
opportunity to retain larger portions of 
war profits. • These conditions open up a 
rich field for litigious counsel to exploit. 
If it is exploited in substantial measure it 
will be many years before the aftermath 
of renegotiation is brought to an end. 
The court will be occupied in reviewing 
administrative philosophy rather than 
administrative error, and those con­
tractors who may really have been hurt 
by errors of fact or law will be required 
to wait until their turn is reached in the 
process of :;rinding through the over­
loaded docket of the court. 

I propose that a contractor who claims 
to have been hurt by a unilateral deter­
mination of excessive profits shall be 
given an opportunity to show in court 
that the determination was based on 
facts which, in one or more materfal re_. 
spects, were clearly wrong, or that some 
error of law was involved in the deter­
mination. If he cannot show that the 
determination was wrong in any such re­
spect, he should not be permitted to 
burden the court and the Government, 
or to stand tn the way of other claimants 
who may have a real grievance. The 
Congress should not invite him to play 
the hope that the court may be more 
generous with him on those matters of 
judgment in which it is always improb­
able that any two men would arrive at 
exactly the same :figure. There are 
bound to be factors entering into a final 
determination of excessive profits upon 
which there would be variances between 
the judgments of any two equally hon­
est, able, anti fair men, neither of whom 
would assert that the other was wrong, 

The process of negotiation in the ex­
ecutive branch affords ample opportunity 
to thrash o'ut such matters, to produce 
facts, figures, arguments and counter­
arguments, and the final judgment that 
is made is the upshot of this whole proc­
ess. If at the conclusion of the process 
the · contractor's only quarrel with the 
result relates to these matters upon 
which fair and reasonable men are bound 
to differ in their judgments, he does not 
have a quarrel which is appropriately re­
solved in the courts. Nor can he fairly 
ask that the time and energy of the court 
be diverted from the rectification of real 
grievances to the redoing of a job that ..... 
has already been properly done. 

Let us, then, give the dissatified con­
tractor his day in court. But let us not 
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have a duplication of all that has gone 
before. This law has as a primary pur­
pose the discouragement of waste and 
inefficiency. Let us not have undue 
waste and inefficiency in its adminis­
tration. In short, let us have court re­
view only where ~he contractor can sat­
isfy the court that the determination is 
based upon . material errors of fact or 
law. 

Mr. McKELLAR and Mr. CLARK of 
Missouri addressed the Chair. 

The PRESIDING OFFICER. Does 
the junior Senator from Missouri yield, 
and, if so, to whom? 

Mr. TRUMAN. I yield first to the 
S:mator from Tennessee. 

Mr. McKELLAR. Mr. President, I am 
frank to say that I believe there should 
be in the bill a provision which would 
enable a contractor to go into court. I 
believe that every Senator will agree with 
me in that statement. I have not heard 
any objection to it. But, after reading 
the bill, I doubt if it contains that exact 
provision. I am not sure that the pro­
vision proposed by the junior Senator 
from Missouri is exactly the correct ap­
proach. But, at any rate, adoption of 
the Senator's amendment would hav~ 
the effect of sending the matter to con­
ference, and I am sure the conferees 
would work it out on a basis which would 
be satisfactory to everyone. It seems 
to me that a court provision should be 
in the bill. I am not opposed to it; I am 
very much in favor of it. However, I 
should like to have the matter go to con­
ference so that a proper provision may 
be worked out. 

Mr. TRUMAN. That is exactly what 
I am asking for. 

Mr. McKELLAR. I have the greatest 
confidence in the chairman of the Com­
mittee on Finance and in the conferees. 
I am quite sure that if the necessary 
language could be agreed to so that we 
could send the court provision to confer­
ence, it could be worked out in a manner 
satisfactory to every Senator now in the 
Chamber. 

Mr. OVERTON. Mr. President, will 
the Senator from Missouri yield? 

Mr. TRUMAN. I yield. 
Mr. OVERTON. I understand that 

the contention made by the Senator 
from Missouri is that under the provi­
sions of the bill as now before the Sen­
a te the · court would und~rtake to try 
these cases de novo. In otlii!i· words, the 
court would undertake to perform exactly 
the functions which the Board originally 
performed, and therefore the findings of 
the .Board would have no effect and no 
infiuence whatever upon the decision of 
the court. As the Senator has said, the 
court would undertake to try the case all 
over again from scratch. 

Mr. TRUMAN. That is correct. 
Mr. OVERTON. From the experience 

I have had in the courts, I take it that 
such a trial would last much longer than 
would a renegotiation proceeding. I rose 
to ask the Senator this question: Exactly 
what effect would his amendment give to 
the findings of the B-oard? Would it 
make out a sort of prima facie case, and 
then would the contractor reply? 

Mr. TRUMAN. That is exactly cor­
rect. That is substantially what is in-

tended. The contractor would have the 
right to appeal to the board which would 
be set up. 

Mr. CLARK of Missouri. Oh, no, no. 
Mr. GEORGE . . Oh, no; that right is 

to be taken from him. The Senator's 
amendment would rob the contractor of 
any right to appeal from a decision of 
some field aide. The Senator's amend­
ment would leave the contractor without 
any day in court. 

Mr. TRUMAN. No. Mr. President, as 
I understand--

Mr. GEORGE. I shall not quibble 
!.bout this matter, but unless the citizens 
of this country can have an honest day 
in court, I do not care whether we have 
any law on renegotiation or not. 

Mr. TRUMAN. I am trying to glve 
them that right. 

Mr. GEORGE. No; the Senator's 
amendment would rob them of their day 
in court. 

Mr. TRUMAN. My understanding is 
that the contractor has a right to appeal 
to the board. 

Mr. GEORGE. No; he has not. We 
have taken that right away from him. 
He may appeal if the board is willing. 

Mr. TRUMAN. Does he not have a 
right to appeal if the boaTd believes he 
has a reasonable case on which to base 
his appeal? 

Mr. GEORGE. They have asked us 
not to put that burden on them, because 
they do not want another administrative 
review. 

Mr. TRUMAN. Does not the contrac­
tor also have the right to go to court if 
there is error of fact or law? 

Mr. GEORGE. Yes; he can go to 
court, and the burden is on him to show 
that some error of law has been com­
mitted in the administration of a purely 
arbitrary, discretionary statute, the like 
of which has not been written into our 
law before. 

Mr. TRUMAN. The necessity for the 
renegotiation law was to reach excess 
profits while the excess profits were fresh 
in the minds of the contractors and the 
minds of those who let the contracts. · 

Mr. GEORGE. I am telling what it is; 
it is purely a discretionary act. The re-

, negotiators can state whatever they de­
sire to state. No standards are set up in 
the act which are binding upon them. It 
is purely a discretionary law. It gives 
them authority to look at the case and 
say, "We think you have received excess 
profits of so much, and we are going to 
take them away from you," and the Sen­
ator proposes to make their judgment 
final. 

Mr. TRUMAN. Oh, no. 
Mr. GEORGE. Oh, yes; the Senator 

does. 
Mr. TRUMAN. I think the Senator is 

entirely mistaken. 
Mr. GEORGE. The Senator is propos­

ing precisely what has been done under 
40. New , Deal acts since the party came 
into power, wh~re the judgment of the 
administrative agency cannot be upset, 
save for arbitrary or capricious action 
or fraud. 

Mr. TRUMAN. That has been elimi­
nated from my amendment. It gives the 
court the right of review on the facts, if 

there is fault, or of law, if there is fault 
in the legal end of it. 

Mr. GEORGE. Who is to decide the 
facts in a discretionary proceeding, 
when there is not even a trial, when the­
renegotiators do not even let the con­
tractors know under what rules their 
contracts are renegotiated? 

Mr. TRUMAN. If the Senator will re­
call, I offered an amendment earlier in 
the consideration of the bill which would 
give the contractor a perfect right to 
know the rules under which he is oper­
ating. 

Mr. GEORGE. Such as are published? 
Mr. TRUMAN. Yes. 
Mr. GEORGE. But they do not have 

to publish them. 
Mr. TRUMAN. The amendment re­

quires their publication. 
Mr. CLARK of Missouri. Mr. Presi~ 

dent--
The PRESIDING OFFICER. The 

Senate will proceed in order. The junior 
Senator from Missouri has the fioor. 

Mr. CLARK of Missouri. Will my col­
league yield? 

Mr. TRUMAN. I yield. 
Mr. CLARK of Missouri. I think it is 

only fair to say that the only question 
in issue in this matter was whether, if 
we are to allow a court review, there 
should be a requirement that a record 
be kept by the renegotiation board, and 

· that an appeal be allowed on that record, 
or whether we should allow a trial de 
novo. Unless we have one or the other 
of those procedures, such a right of re­
view as my colleague has suggested is 
merely a farce, a denial of any day in 
court, because they have nothing to go 
upon, while at the same time making 
the statement that we are giving them 
a day in court. 

I talked with the officials of the Re~ 
negotiation Service with great interest, I 
examined a great many of their cases, 
and I believe that in the main they have 
reached very fair results. I asked them 
whether they would rather keep a rec­
ord, in the way that any regulatory body 
is required to keep a record, of the ordi­
nary case for appeal, or whether they 
would rather have a trial de novo. They 
said they would rather have a trial de 
novo, that it would upset their whole 
procedure to make them keep a record. 
Judge Patterson himself told me that, 
so far as clogging the courts with trials 
de novo was concerned, he believed that 
if we preserved the right of the Govern­
ment to counterclaim in these proceed­
ings, the first four or five contractors 
who appeared in any court claiming they 
had been unfairly dealt with were likely 
to be charged such an exorbitant amount 
on a counterclaim that it would tend to 
deter others. 

1\fy colleague is suggesting not a day in 
court, for if there iS not a record and not 
a trial de novo, a man never gets a right 
to try his case. So far as I am con-

. cerned, I would rather strike out the 
whole provision for court review than 
have a fake court review provision, which 
I think this amendment would bring 
about. 

Mr. TRUMAN. I do not think there is 
anything in the amendment which would 
prevent a review of the main facts, and 
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the court taking into consideration . the 
work the board had done. 

Mr. CLARK of Missouri. How would 
the court find out what the board had 
done? The. board will not keep a record. · 
I have talked with the responsible au­
thorities of the Renegotiation Board 
about as much as has the young man who 
is advising my colleague about the 
matter. 

Mr. TRUMAN. The Senator's col­
league has been sitting in on all the hear­
ings. 

Mr. CLARK of Missouri. I think Judge 
Patterson knows something about this 
subject. Those gentlemen say it would 
be much better to have a trial de novo 
than for them to have to keep records, 
and that unless there is a trial de novo 
and a record kept there is no way to 
preserve the court review. 

Mr. STEWART. Mr. President, I rise 
to a point of order. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. STEVIART. I make the point of 
order that the S2nate is not in order. 

The PRESIDING OFFICER. The 
Senate will be in order. Does the junior 
Senator from Missouri yield, and if so, 
to whom? 

Mr. TRUMAN. I yield to the senior 
Senator from Louisiana [Mr. OVERTON]. 

Mr. OVERTON. Mr. President, I rose 
about 30 minutes ago to get some infor­
mation, and I have not as yet received 
it. What I wish to ascertain is exactly 
what is the authority and jurisdiction of 
the court under the bill as presented by 
the Finance Committee? Does it start 
and try a case de novo, right from 
scratch, just as though no renegotiation 
had taken place, or whether there had 
been an agreement or had not been an 
agreement? Does the court then be­
come the adjudicating body, instead of 
the agency, and is whatever the agency 
has done brushed aside? Are all the 
provisions of the contract gone into by 
the court? Is evidence submitted under 
rules of court procedure, and does the 
court arrive at a conclusion as to how 
much the ·contractor should be paid, and 
how much deduction, if any, should be 
made :rom the contract price? May I 
ask the Senator from Georgia to advise 
me, if the Senator from Missouri will 
yield? 

Mr. TRUMAN. I am glad to yield. 
Mr. GEORGE. Mr. President, the 

House and Senate provisions as to· the 
jurisdiction of the reviewing tribunal did 
not materially differ, but the House 
placed the jurisdiction in The Tax Court. 

Mr. OVERTON. Just what is the 
fu nction of the court? 

Mr. GEORGE. We took the matter 
out of The Tax Court on the earnest in­
sistence of the Treasury and these other 
departments. I should prefer that it 
be in The Tax C::mrt, to be perfectly 
frank, but we acquiesced in the request. 

The court reviews, in a de novo pro­
ceeding, the facts and any pertinent 
matter in any renegotiation case, having 
the power to increase the amount of 
excessive profits found by the Board or 
by the renegotiating cfficer, or it may 
find the same amount, or lower it. It 
ha.s full power. The Government has 

the right of counterclaim. In fact, that 
is what it comes to. 

No appeal is provided in the first in­
stance for the contractor as a matter of 
right to the War Price Adjustment 
Board. That has been eliminated. The 
field examiner, or the field man, can ca"n 
on-a contractor to come in and bring his 
books. He looks them over, he makes a 
decision, and he says, "I think you have 

· made so much excess profit." The con­
tractor has no right to have that re­
viewed by the Board in Washington. 
The Board may review it, and probably 
will in some instances, because it wishes 
to have uniformity of decision. The 
right of appeal is to the Court of Claims, 
under the amendment we have adopted, 
and the proceeding is de novo. The pro-: 
ceeding is de novo because there is no 
t rial of any description by the field ex­
aminer, or necessarily by the Board of 
Review, because it is a discretionary 
matter. We have not set up standards. 
The matter is simply one of judgment. 

We have said that we give an impar­
tial body the authority and jurisdiction 
to see that fair treatment has been ac­
corded. 

Mr. OVERTON. There will probably 
be endless litigation unless we place some 
provision in the bill providing that some 
administrative tribunal's decision shall 
constitute prima facie proof, which can 
be attacked in court. If we undertake 
to lodge the authority in a court-the 
Court of Claims in this case-to try a 
case of this character, go it;1to all the 
facts, and determine the price the con­
tractor ought to receive, there will be 
interminable litigation. It seems to me 
that the Court of Claims would be loaded 
down with cases which it would take 
them years finally to determine. 

Mr . . GEORGE. I do not think so, Mr. 
President. We took the jurisdiction out 
of The Tax Court at the earnest insist­
ence of the Treasury, because the Treas­
ury did not want it to interfere with 
ordinary tax matters. We had to find 
some court. It is true that the Court of 
Claims is a court of law, but it is also 
true that it handles some administrative 
matters. It has ·power to appoint com­
missioners to assemble the facts. We 
have not permitted cases upon which an 
agreement is reached to go to the court. 
We provide review in unilateral cases 
only. · 

Mr. McKELLAR. That was the matter 
concerning which I wanted to ask the 
Senator. The appeal is taken from the 
final order of the Board. 

Mr. GEORGE. That is correct. 
Mr. McKELLAR. In other words, it is 

not an attempt to substitute the court 
for the Board at all except by way of 
appeal. 

Mr. GEORGE. The appeal is taken 
from the order of the Board. 

Mr. TRUMAN. Mr. President, may I 
ask the Senator if it is not true that if 
no agreement is reached-and it t akes 
two parties to reach an agreement--

Mr. GEORGE. Oh, yes. 
Mr. TRUMAN. The contractor still 

has the right of appeal. 
Mr. GEORGE. He has no right of ap­

peal to the War Price Adjustment Board. 
His case may be settled in the :field. He 

can go to the Court of Claims when he 
cannot reach an agreement with the 
services. 

Mr. TRUMAN. The Board must state 
the reason for issuing the order when 
issuing the order •. and if the facts are not 
correct, the contractor has a right of ap­
peal. If the law is violated, the contrac­
tor has the right of appeal. That is 
granted in the amendment I offer, and 
I will stick to that. 

Mr. GEORGE. The Senator is now 
talking about a purely discretionary stat­
ute. The Senator is not talking about a 
law which requires certain things to be 
done. He is talking about a statute 
which simply provides, "You can have 
renegotiators, and in their discretion 
they can fix the amount of money that is 
to be taken back from the taxpayer." 

The Senator from Missouri is not as 
familiar with what is going on as the 
Finance Committee is. 

Mr. TRUMAN. I agree with the Sen­
ator, because that is the committee's 
business. 

Mr. GEORGE. The committee was 
urged not even to permit the contractor 
to have a plain statement of fact as to 
why the Board decided the case against 
him. . 

Mr. TRUMAN. I am against such 
practice, and my amendment would take 
care of that. · 

Mr. GEORGE. Wait a moment, please. 
Let me explain to the Senator how arbi­
trary this thing is and how entirely it is 
left to the discretion of the renego­
tiators. They wanted us to strike from 
the bill the simple requirement that the 
Board set forth the facts and the reasons 
for its determination. That has no 
probative value. It can be received only 
in the Court of Claims for informational 
purposes. The services objected to this 
statement being used for evidentiary pur­
poses . . 

There is another thing which the Sen­
ator does not know. Those agreements 
which have been closed by contract are 
closed under an agreement which is 
marked "restricted" on every page by the 
renegotiators. 

Mr. TRUMAN. But that is not the 
amendment I offered .earlier today mak­
ing such things public property and open 
to everyone. 

Mr. GEORGE. No. 
Mr. TRUMAN. That was the inten­

tion of the amendment. 
Mr. GEORGE. No; the 'Senator's 

amendment does not do that. I am tell­
ing the Senator that this is an arbitrary 
act. The matters are placed in the hands 
of a board or its delegated agents, and 
the board can in its own discretion say 
how much shall be taken away and how 
much shall be left . We may assume that 
the renegotiators are fair-minded men; 
that they are intelligent gentlemen. 
Most of the men I have met and have 
had an opportunity to speak to are fair­
minded; they are intelligent; they are 
very honorable. I am not criticizing 
them. Nevertheless they are charged 
with the exercise of a discretion, and no 
standards are provided in the act. Some 
directives are placed in it now. They 
are, however, only directives. The House 
decided, through its committee, that 
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there should be some court revrew. They 
wanted The Tax Court to make the re­
view. I have explained why the Senate 
committee did not talr:e The Tax Court. 
If the Senator could have standards 
placed in the act and Q.etailed findings of 
facts and conclusions of law provided for, 
he would perhaps set up the right pro­
cedure. But this is not required. 

The contractor can carry his case to 
the Court of Claims, and there is no way 
to make the proceeding in the Court of 
Claims anything but a de novo proceed­
ing, because it is bottomed as the exer­
cise of discretionary powers. This is not 
much of a review, but if the Senator's 
amendment is adopted, there will be no 
review under a discretionary statute. 

Mr. WHEELER. Mr. President, will 
the Senator yi~ld? 

Mr. GEORGE. I yield. 
Mr. WHEELER. A short time ago I 

read the amendment which the Senator 
from Missouri has offered. I am not 
familiar with the statute or with the pro­
ceedings. Am I to understand that the 
Board is obliged to make a finding of 
fact, and set forth its finding of fact? 

Mr. CLARK of Missouri. No, it does 
not have to make any finding at all, and 
will not. 

Mr. WHEELER. Of course, that 
alters the situation. 

Mr. CLARK of Missouri. There is no 
record at all by means of which the case 
can be taken up in court. 

Mr. WHEELER. None at all? 
Mr. CLARK of Missouri. No; no 

record at all. · 
Mr. WHEELER. No findings of fact? 
Mr. CLARK of Missouri. No. Merely 

the award. 
Mr. WHEELER. I did not understand 

that. 
Mr. TRUMAN. Mr. President, the Sen­

ator from Georgia would seem to indicate 
that I desire to have the contractors 
drawn and quartered. What I -want to 
do is to prevent having the contractors 
drawn and quartered. I do not want any 
implication made to the effect that I do 
not want to have the contractors receive 
a just and a square deal. Neither do I 
want to have develop after this war a 
situation similar to that which developed 
after the last war, when we found that 
unconscionable profits were made on wat 
contracts. I think the figures will justify 
the actions taken thus far by the rene­
gotiators , and I believe that when a com­
plete survey .of the situation is made we 
shall find that most of the contractors 
feel they have had a reasonably fair and 
just deal. · 

What I am endeavoring to prevent is 
having an unconscionably long and 
cluttered-up court review, and having 
done ovar again what the Senator has 
said has been done-the honest and 
creditable job done by men who have 
been trying to take care of the interests 
of the country as a whole.. 

I now yield the floor. 
Mr. CLARK of Missouri. Mr. Presi­

dent, so far as the work of the Renegotia­
tion Board is concerned, I completely 
agree with what the Senator from Geor­
gia has said, that their procedure has 
been arbitrary in the extreme; it repre­
sents bure-aucracy pure and undefiled. 

On the other hand, in respect to the 
results actually achieved, I think there 
has been a remarkably meritorious per­
formance. · I have taken the trouble to 
examine approximately 150 of the most 
bitterly contested cases. While possibly 
there may be grounds for some differ­
ences of opinion, I believe that in ihe 
main the results which have been 
achieved are fair to the contractors. In 
·some cases I believe they are more than 
fair. I have examined such cases as the 
Timken-Detroit Axle Co. case and the 
machine-tool case at Cleveland, and some 
of the other more bitterly controverted 
cases. 

The only question here presented, Mr. 
President, is whether the companies are 
to have a court review, and, if they are 
to have a court review, whether they shall 
have a bona fide court review, or some 
sort oJ process by which a man may 
never have his day in court. It seems 
to me to be perfectly plain that either 
a record must be kept in the hearing 
below-the hearing before the Board­
on the basis of which an appeal may be 
taken, and during which hearing certain 
standards are set up and maintained, so 
that the reviewing court will be able to 
tell whether proper legal standards have 
been observed, or else a trial de novo 
must be had. If neither one nor the 
other of those is had, the parties will not 
be able to have a bona fide court review, 
and they will not have a day in court 
at all. 

I think it would be much stronger and 
franker for the Congress simply to strike 
out any provision for court review, and 
say, "No; this is a bureaucratic process; 
this is an arbitrary process. We do not 
intend to give anyone a <Aay in court" at 
all. This is an arbitrary process, nec­
essary as a war measure, for the pur­
pose of keeping down profits." I thi~k 
it would be much stronger and franker 
for the Congress to take such a position 
rather than to s·ay, "We are going to pro­
vide for a · court review; everyone will 
have his day in court," and then provide · 
no effective basis for obtaining a court 
review and a day in court. 

Mr. McKELLAR. Will the Senator 
yield? 

Mr. CLARK of Missouri. I yield. 
Mr. McKELLAR. I wish to say that I 

thoroughly believe there should be a 
bona fide, honest court review. I believe 
it would be better ·to have the Board 
keep a record of the facts, anJ. make a 
finding of facts, and to provide for ap-.. 
peal from that. I think that would be 
the quicker and the better way. I simply 
wish to ask the Senator what he thinks 
about that. 

Mr. CLARK of Missouri. I will say to 
the Senator from Tennessee that that 
was my original impression. I always 
think it is better to keep a record, and 
then have a review on the record. 

But the administrative officers who ap­
peared before our committee, from Judge 
Patterson down, pointed out that the 
keeping of a record would result in slow­
ing down and bogging down the whole 
renegotiation system. They said they 
would much prefer to have a proceeding 
de novo in some court, rather than to 
have the Board keep a record. I be-

came convinced that probably their po­
sition was correct. 

Frankly, I had started out with the 
idea that the easiest thing to do would 
be to compel the Board to keep a record, 
and to set up certain standards of pro­
cedure, so that a court could determine 
whether the proper standards had been 
observed-which is all anyone wants to 
have done, rather than to have the court 
determine whether certain weight had 
been given to them. 

But, as I say, Judge Patterson told me 
frankly that if we let them have a trial 
de novo and provided for the right of the 
Government to file a counterclaim, and 
gave the court jurisdiction to reduce the 
compensation, as well as to add to it, he 
did not believe any of them would go 
through the process. I believe thf!.t 
would be the case. It does seem that we 
must do either one or the other. 

Mr. McKELLAR. Mr. President, that 
is why I thought that any amendment 
which would result in having the whole 
matter taken to conference would bring 
about that kind of procedure. I think 
the Senator was correct in the first in­
stance when he thought the Board should 
keep records of these matters, and shculd 
form it~ judgment on that basis. 

Mr. CLARK of Missouri. Mr. P..:esi­
dent, I say to the Senator from Ten­
nessee that so far as I am concerned, so 
far as my individual vote as one Senator 
is concerned, I do not intend -to vcte for 
any provision which would lead a man 
to believe that he would be given his day 
in court, but which in the same motion 
really would result in snatching it away 
from him. That is what I believe the 
amendment provides for. 

Mr. WHEELER. Mr. President, will 
the Senator yield? 

Mr. CLARK of Missouri. I yield. 
Mr . . WHEELER. I thoroughly agree 

with the Senator's first proposition. I 
think standards should be set up. Rec­
ords should be made, I believe, in dis­
puted cases. It might be possible to set­
tle' manr of them without any dispute 
whatsoever. But when there is a dis­
pute about the matter, the Board should 
keep a record on the basis of which the 
Congress itself, if it desired to look into 
the matter, would have something to 
consider. If no record is kept, and if the 
whole matter is simply left to a renegoti­
ator, one man, who will have the re­
sponsibility of settling claims involving 
millions of dollars, just so surely as that 
is done, will scandals and charges of 
scandals against the renegotiators creep 
in, just as occurred after the last war. 

In my judgment the procedure set 
forth here will lead to scandals. I be­
lieve that boards should be created, 
standards should be set up, and findings 
of fact should be made. From such find­
ings of fact, appeals should be made to 
the courts, as provided for in the amend­
ment which has been offered~ I think 
any other procedure is a dangerous one. 

Mr. CLARK of Missouri. Mr. Pl·esi­
dent, I will say to the Senator from Mon­
tana that that was my original opinion; 
but I became convinced, from the actual 
procedure, that the establishment of a 
record, as in the case of ordinary regula­
tory bodies, possibly would be so cuhmer-
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some as to impede the whole process of 
renegotiation. I reluctantly decided to 
favor the only alternative which would 
afford a court review, which was to afford 
a trial de novo. 

So far as I am concerned, Mr. Presi­
dent, I should prefer to strike out the 
whole section relative to court review, 
rather than to provide for a fake court 
review, such as I believe would be pro­
vided under the section. 

Mr. WHEELER. Mr. President, I be­
lieve the court would be clogged; because 
I know of many cases which have been 
pending in the court of appeals and have 
dragged along there for years. That 
court will be clogged unless, it seems to 
me, some standards are set up under the 
law, and the making of findings of fact is 
provided for. 

Think of the billions of dollars that will 
be involved under the renegotiation of 
contracts. As I understand the matter, 
one man will pass upon the renegotiation. 
One negotiator might agree to one thing, 
another negotiator might agree to some­
thing else, and another might agree to 
something else. To a large extent, one 
man will have the "say" as to whether 
milliohs of dollars should be paid back to 
the Government or whether they should 
not be paid back. I think it is an out­
rageous procedure not to have standards 
set up and not to have a record of the 
facts kept. 

Mr. HATCH. Mr. President, wlll the 
Senator yield? 
· Mr. CLARK of Missouri. I shall yield 
in a moment. 

First, let me say to the Senator from 
Montana that I think it is only fair to 
state that an examination of the actual 
determinations in the most bitterly con­
troverted cases-! have records on 150 of 
them, I suppose, in my file downstairs, 
and except for the necessity of disposing 
of this measure promptly, I should be glad 
to get them and to read the records in 
some of those cases-shows that no sub­
stantial injustice has been done, except 
possibly in some unusual case. 

Even if we provide for a review-which, 
after all, would set up a way by which a 
court could review an administrative de­
cision, and would also permit the Gov­
enment to make a counter claim-! do 
not believe -any large number of persons 
would go into the Court of Claims, cer­
tainly not enough to clog the adminis­
tration of just~ce. 

Although I started out on the basis on 
which the Senator from Montana has 
started, I have reluctantly come to the 
conclusion that the easier horn of the 
dilemma is to provide for a trial de novo, 
rather than to provide for the keeping of 
a r~cm:d. 

Mr. HATCH. Mr. President, will the 
Senator yield? 

lVIr. CLARK of Missouri. I yield. 
Mr. HATCH. I rise because I have been 

confused by the various statements 
which have been made. Like the Sena­
tor from Louisiana, I did not favor the 
idea of a trial de novo in the Court of 
Claims. 

Mr. CLARK of Missouri. I did not 
el.ther, originally. 

Mr. HATCH. And substituting the 
Judgment of the court and · its discre-

tion for that of the administrative body. 
I approved the amendment. It seemed to 
me that the amendment which the Sen-· 
ator from Missouri offered was getting 
at something to which probably all of us 
object. I think we all have the same 
objective. 

I notice the following language in the 
amendment: 

The Court of Claims shall not certify the 
determination-

That is, the determination made 
against the contractor-
unless it first appears that one or more ma­
terial facts stated pursuant to subsection 
(c) (1) as the basis therefor are wrong. 

I was puzzled by that statement. I 
turned to the committee amendment it­
self. I should like to know whether I am 
correct. I am seeking information. 

The language on page 165, line 14, is: 
Whenever the Board makes a determina­

tion with respect to the amount of excessive 
profits, whether such determination is made 
by order or is eml::odied in an agreement-

! am told that was stricken-
with the contractor or subcontractor, it-

That is, the Board-
shall, at the request of the contractor or sub­
contractor, as the case may be, prepare and 
furnish such contractor or subcontractor with 
a statement of such determination, of the 
facts used as a basis therefor, and of its rea­
sons for such determination. 

Does not that almost amount to re­
quiring the Board to make a finding-­

Mr. GEORGE. That is not a detailed 
statement of fact at all. It is not in­
tended to be. 

Mr. HATCH. It strikes me that that 
almost amounts to a finding of fact, or 
a conclusion of law by the Board. The 
amendment of the Senator from Missouri 
merely says that the decision shall stand 
unless the court finds that the statement 
is wrong, or that there has been an error 
of law-! presume such as is suggested in 
the language which I have read. · I am 
not so clear about it. 

Mr. CLARK of Missouri. Mr. Presi­
dent, let me say to my friend from New 
Mexico that the meaning which the Sen­
ator suggests for this provision was that 
which was very strongly advocated by a 
number of members of the committee; 
that is, the maintenance of a record, as 
in a rate case or utility case, so that the 
court could look at the record and ascer­
tain whether the commission or regu­
latory body below considered certain ele­
ments, and in general what weight it 
gave to them. That was precisely what 
the renegotiation authorities said would 
hamstring the whole renegotiation sys­
tem and completely destroy it. So as an 
alternative, the committee finally-! be­
lieve reluctantly-decided on a court re­
view de novo. The language which the 
Senator has just read simply means that 
there shall be a statement issued in the 
most general terms. I think that was 
agreed to by every member of the com­
mittee. If any member of the commit­
tee has a contrary opinion, I should be 
glad to hear from him. All that means 
is that there shall be a general statement 
that certain general elements were con­
sidered. It seems to me that the net re-

sult of the amendment· proposed by my 
colleague-and I have great respect for 
his judgment and for the opinion of the 
Truman committee-would be simply to 
throw the burden of proof on the appel­
lant, without giving him any method 
whatever to sustain the burden of proof. 
It seems to me that would be the situ­
ation, as a practical legal matter. I have 
tried a great many rate cases. I have 
sat on both sides of the table. 

Mr. BARKLEY. At the same time? 
[Laughter.] 

Mr. CLARK of Missouri. Not at the 
same time; but in my experience I have 
been on both sides of the table, repre­
senting both public and private interests. 

Mr. HATCH. Mr. President, I should 
like to have the Senator exblain what 
effect that language has. I have read it 
hurriedly, It seems to me that perhaps 
we have builded better than we knew. 

Mr. GEORGE. Mr. President, the 
statement referred to cannot be offered 
in evidence. The Government itself 
asked us to exclude it from evidence alto­
gether. We simply said that it might be 
offered as informative. It has no pro­
bative value. It is like the statement 
which the Commissioner of Internal 
Revenue issues when the Bureau of 
Internal Revenue makes an assessment 
against a taxpayer. It sends him a 
notice saying, "We have assessed you so 
much." 

Mr. HATCH. It might be well if the 
whole thing were stricken out. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment offered by the Senator from Mis­
souri [Mr. TRUMANl. 

The amendment was rejected. . 
The PRESIDING OFFICER. The bill 

is still open to amendment. 
Mr. BARKLEY. Mr. President, I of­

fer an amendment which I send to the 
desk and ask to have stated. 

The PRESIDING OFFICER. The 
amendment offered by the Senator from 
Kentucky will be stated. 
Th~ CHIEF CLERK. At the end of page 

148, after the amendment of Mr. GEORGE 
heretofore agreed to, it is proposed to 
insert: 

SEc. 515. Amendment of the Settlement of 
War Claims Act, 1928. 

All payments authorized and directed in 
paragraphs (9) and (10) of subsection (c) 
of section 4 of the Settlement of War Claims 
Act of 1928, ·as amended, to be macle in 
respect of awards of the Mixed Claims Com­
mission shall be made in full in the order 
of priority of the said paragraphs and shall 
have priority over any other payments au­
thorized or directed in paragraphs (8) to 
(13), both inclusive, of said subsection. 

The Secretary of the Treasury is author­
ized and directed to deposit in the German 
Special Deposit Account created under the 
provisions of section 4 of the Settlement of 
War Claims Act, as amended, all sums the 
payment of which was postponed pursuant 
to Public Resolution No. 53 of the Sev­
enty-third Congress ( ~8 Stat. 1267); all 
moneys deducted by the Treasury for ad­
ministrative expenses of the office of the 
former Alien Property Custodian in excess 
of the sums expended for such purpose; and 
all interest deposited by the German Gov­
ernment on its bonds (46 Stat. 600) and 
now held in blocked accounts. 
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Mr. BARKLEY. Mr. President, this 

has nothing to do with the tax bill. It 
is an amendment of the War Claims Act 
of 1928, which rearranges the priorities 
set out in the present law, and gives 
American claimants priority over Ger­
man claimants in the payments out of 
the fund created under that act. 

I ask the denator from Georgia if he 
will consent that this amendment may 
go in the bill and go to conference. I 
will say frankly that the Treasury has 
been unable to give me exact informa­
tion with respect to the effect of the 
amendment. If, when the conferees 
shall have met; it is impossible to obtain 
accurate information, I will not press the 
amendment, but I think it should go 
into the bill so that an effort may be 
made to work it out in conference. 

Mr. McKELLAR. Mr. President, will 
the Senator yield? 

Mr. BARKLEY. I yield. 
Mr. McKELLAR. As I understand 

the amendment does not create priorities 
as between American citizens? 

Mr. BARKLEY. Not at all. 
Mr. McKELLAR. It is only in favor 

of American citizens; but as between 
American citizens, it sets up no priori­
ties? 

Mr. BARKLEY. It sets up no priori­
ties among Americ£n citizeBs, but gives 
American citizens priority over German 
nationals in the distribution of the fund. 

Mr. GEORGE. Mr. President, I 
should like to make a statement. 

I have no objection to taking the 
amendment to conference. I have had 
a conference with the Treasury repre­
sentatives. Mr. Bell advises me that he 
doubts whether full information can be 
assembled by the time the conferees 
meet. With the understanding that if 
we have not the information, so as to 
give us an opportunity to see just what 
the effect of the amendment will be, we 
will not be pressed in conference, I shall 
be very glad to accept it. 

Mr. BARKLEY. I appreciate that. I 
am familiar with Mr. Bell's statement 
that up to now the Treasury has been 
unable to secure accurate information. 
It may involve an examination of the old 
files of the Alien Property Custodian's 
Office. There are difficulties connected 
with it, but if we are not able to resolve 
those difficulties by the time the con­
ferees reach the provision I will not press 
the amendment. 

Mr. BONE. Mr. President, what is the 
Senator's proposal? 

Mr. BARKLEY. The proposal is tore­
arrange the priorities in the matter of 
payments under the War Claims Act of 
1928, so as to give American citizens 
priority in payment over German citi­
zens. 

Mr. BONE. Against what fund? 
Mr. BARKLEY. Against the funds set 

up in the War Claims Act of 1928, out of 
property in part derived from the sale of 
German property as a result of the last 
war. 

Mr. BONE. It is impossible for us to 
pass upon a matter of that kind without 
knowing exactly--

Mr. BARKLEY. I appreciate that; 
and it is for the purpose of having a little 
time to look into it that I stated that if 

we are not able to obtain accurate infor­
mation by the time the conferees reach 
that point, I will not press the amend­
ment. 

Mr. GEORGE. Mr. President, the 
Senator from Kentucky has correctly 
stated what apparently is the whole 
effect of the amendment, except that it 
also provides for replenishing the fund. 

Mr. BARKLEY. Yes. 
Mr. GEORGE. That is incidental, 

however. 
Mr. BARKLEY. Yes. 

·The PRESIDING OFFICER. The 
question is ·on agreeing to the amend­
ment offered by the Senator from Ken­
tucky [Mr. BARKLEY]. . 

The amendment was agreed to. 
Mr. WALSH of Massachusetts. Mr. 

President, rather than make an ex­
tended speech at this late hour, I ask 
unanimous consent to have printed in 
the RECORD at this point as a part of my 
remarks certain memoranda containing 
information with regard to various as­
pects of the subject of renegotiation of 
war contracts. 

There being no objection, the memo­
randa were ordered to be printed in the 
RECORD, as follows: 
AMENDMENTS FAVORABLE TO CoNTRACTORS TO 

WHICH THERE HAS BEEN RAISED No SUB-
STANTIVE OBJECTIONS ' 

HOUSE BILL 

1. The separation of over-all renegotia­
tion and repricing. 

2. Creation of a joint board. 
3. The exemption of agricultural products. 

(Departments object to inclusion of canners.) 
4. The exemption of contracts with chari­

table, educational, or religious institutions. 
5. The exemption of subcontracts under 

exempt prime contracts or other exempt sub­
contracts. 

6. The Increase of the specific exemption 
from $100,000 to $500,000 of renegotiable 
volume. 

7. The discretionary exemption of stand­
ard commercial articles upon the restoration 
of competitive conditions. 

8. The discretionary exemption of any 
contracts or subcontracts where effective 
competition exists. 

9. The allowance of a fair cost at the 
exemption line for raw materials and agri­
cultural products in the case of Integrated 
producers. 

10. The provision for a redetermination of 
excessive profits by The Tax Court of the 
United States. (Changed by Senate Finance 
Committee to Court of Claims.) 

11. Provision requiring renegotiation on the 
basis of fiscal periods rather than by indi­
vidual contracts except in extraordinary 
cases. 

12. The setting .up of a list of factors to be 
considered in ' determining excessive profits. 

13. The requirement that the contractor 
be furnished a statement setting out the facts ·, 
used as a basis for the determination and the 
Board's reasons for the determination . (De­
partments request limitation to ca!>es where 
no agreement has been reached.) 

14. The setting of an earlier date for the 
termination of renegotiation. Under the 
existing law renegotiation continues for 3 
years after the war. Under the House bill it 
ter~nates with the end of the war. 

SENATE FINANCE COMMITTEE 

15. The exemption of construction con­
tracts awarded as a result of competitive bid­
ding. 

16. The clearer separation of the renegotia­
tion and repricing provisions. 

17. The exemption of contracts and sub­
contracts with certain public utilities and 
common carriers. 

18. Making retroactive the amendments 
exempting agricultural products, contracts 
with charitable, religious, and educational in· 
stitutions, subcontracts under exempt prime 
contracts, and the amendment providing a 
fair cost allowance at the exemption line for 
raw materials and agricultural products in 
the case of integrated producers. 

COMPLAINTS AGAINST THE LAW 

There are two sources of particular com­
plaint: 

1. The man who has a sufficient amount of 
dollars left of paper profits, but where those 

· profits are invested in fixed assets of various 
kinds and he is left short of cash with which 
to pay his taxes and to refund excessive 
profits. Illustration of this would be in the 
case of a small company up near Philadelphia, 
which had some $10,000 of capital which went 
into the war effort. It borrowed $50,000 and 
bought $50,000 of machinery and equipment. 
With that machinery it did a total business 
in 1942 of $735,000, all subcontracts, on which 
it made a profit of $435,000. The Board re­
viewed this case and recommended the re­
fund of $400,000 out of the $435,000, leaving 
the company with $35,000 profit on $335,000 of 
business after deducting the $400,000 price 
reduction or supplying over 10 percent on a 
very simple manufacturing operation. And 
of course this $35,000 represented over 300 
percent on the capital with which the man 
started in business, and after deduction of 
salaries of some $50,000 to the promoter and 
his principal associate. Now the refund of 
this $400,000 · in terms of cash couldn't be 
made by this particular manufacturer with­
out liquidating some of ·his inventory or sell­
ing some of his machinery that he had pur­
chased and he was not in a financial position 
to make this refund. 

There are dozens of cases of that character 
on varying scales where the man has taken 
a much larger portion of his war profits and 
invested them in expansion of his plant and 
found himself frozen. The renegotiators 
have recognized this situation and have in 
some cases arranged for a loan through the 
War Production Board, or in certain cases 
have arranged for the acquisition by the 
Government of fixed assets originally ac­
quired by the contractor, or for V-loans to the 
contractor. 

Plans are also being worked out with the 
cooperation of the R. F. C. to provide for 
loans on facilities purchased for Govern­
ment work where the obligation of the con­
tractor would be limited to the value of the 
facility itself. In other words, a mortgage 
without an accompanying bond. 

2. The other class of cases where com­
plaints are filed are as follows: In a limited 
class of cases where the increase in value of 
business has been relatively small, for exam­
ple from 100 percent to 200 percent, increase 
in value of business, and with generally in­
crease in net profits before taxes of from 200 
percent to 300 percent, the increase in the 
tax rate is such that the contractor has less 
net profit after taxes than he made during 
his normal or base period years. These cases 
are relatively small in number. They in­
clude such companies as General Motors, 
du Pont, United States Rubber, Goodrich, 
and a number of other large, well-established 
companies that did not increase their volume 
and did not increase their margin of profit 
to a degree sufficient to balance the addi­
tional burden of greatly increased war taxes. 
In addition to these larger companies, there 
are a number of smaller companies of which 
a box company in Baltimore is a typical ex­
ample. In this case, the contractor 's average 
earnings in the base period on approximately 
a million dollars a year of business amounted 
to $100,000 per year. As a result of the war, 
his volume ·increased to approximately $2,· 
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000,000, and his profit went from $100,000 
to $250,000, an increase not only in the 
amount of profit, but also in the rate of 
profit. However, his net profit in 1942 after 
payment of 90 percent tax on his additional 
increased earnings was substantially the 
same as· it was during the base period years. 

In renegotiation, the Board took the posi­
tion that the additional business which he 
did as a direct result of the war should be 
done at a slightly lower margin of profit 
than he had realized on the business in peace­
time and suggested a modest return of ex­
cessive profits. This particular contractor ob­
jected very seriously, on the ground that he 
couldn't have made excessive profits when 

· the dollars he had left after payment of taxes 
were no more than· average earnings in these 
years. 
HISTORY ON PRICE CONTROL AND RENEGOTIATION 

Since the birth of this country the control 
of war profits has been a burning problem. 

In 1777 George Washington wrote a letter 
to the President of Congress in which he said: 

"The matter I allude to is the exorbitant 
price exacted by merchants and vendors of 
goods for every necessary they dispose of. I 
au sensible the trouble and risk in importing 
give the adventurers a right to a generous 
price, and that such, from the motives of 
policy should be paid; but yet I cannot con­
ceive that they, in direct violation of every 
principle of generosity, of reason and of jus­
tice, should be allowed, if it is possible to 
restrain 'em, to avail tLemselves of the diffi­
culties of the times, and to amass fortunes 
upon the public ruin * * *." 

In the First World War Congress tried to 
curb war profiteering by enacting a high 
excess-profits tax and by providing for a cost­
plus-a-percentage-of-cost contracts. It is 
unecess?ry to dwell at length on the dismal 
failure of these two provisions. Merchants of 
death became an all too familiar phrase fol­
lowing the 1918 armistice. '!'here were long 
investigations. There was the revelation of 
scandalous profits. There were demands that 
the munitions industry be nationalized. 
There was the campaign o:t American Legion 
to tal~e all the profits out of war. There 
were the 1924 planks in both the Democratic 
and Republican platforms to take all the 
profits out of war. There were 168 bills and 
resolutions introduced in the Congress to 
equalize the burdens of war or-to put it 
bluntly-to rid the Nation of the war 
profiteer. 

Five Presidents endorsed universal service 
and elimination of war profiteering. Here 
are some newspaper comments that appeared 
between the two great World Wars. 

First, an editorial that says: 
The S:mate Munitions Committee has 

conclusively shown that profits were the 
cause of the World War. This committee has 
also proven that Government owned and op­
erated munitions plants and navy yards could 
produce all of the munitions and armaments 
needed for adequate national defense at a 
saving of many millions of dollars to the tax­
payers each year, and at the same time re­
move the danger of death merchants' in­
spired and conspired wars." 

The following is an excerpt from Capper's 
Weekly of October 3, 1936, captioned "War 
profits become war debts." 

"The prize of war-profits by the hundreds 
of millions and billions-goes to the muni­
tions makers, and to the international 
bankers." 
New~paper cartoonists also treated the 

matter. A typical one by Talburt showed a 
huge money bag labeled "Profits." On it 
stood a bloated frock-coated manufacturer 
labeled "Munitions racketeer" holding an­
other money bag labeled "Bribes" and a sheaf 
of papers labe1ed "War propaganda." He 
was shown staring into tl1e muzzle of a 11uge 
cannon labeled "Demand for Gov~rnment 

manufacture of munitions." Talburt labeled 
his cartoon "I wonder if it's loaded." 

It still is loaded. If the Government 
countenances with war profiteering in this 
war, the cannon will go off. 

Within a few months after Pearl Harbor 
the Nation was again hearing of war profit­
eering, of fabulous salaries paid to executives 
and their secretaries out of war profits. 
War-profit control bill No. 169 was intro­
duced by Congressman CAsE, designed to 
limit profits on all war contracts to 6 per­
cent. Immediately the National Association 
of Manufacturers started a campaign against 
this limitation, calling it a strait jacket for 
industry. The War and Navy Departments, 
too, and the Maritime Commission reared 
that if this bill were adopted it would prove 
a strait jacket which might bankrupt some 
manufacturers whose products are essential 
to the prosecution of the war. 

At the same time the National Association 
of Manufacturers was employing a firm to 
conduct a survey of public opinion regard­
ing war profits. This survey showed that 70 
percent of the people of the country thought 
at that tirrre that the industry was war 
profiteering. 

And what was public opinion regarding re­
strictions of war profits? On April 4, 1942, 
the American Institute of Public Opinion re­
leased the result of a poll on this question: 
"It has been suggested that Congress pass 
laws regulating business firms and profits to 
a much greater extent. Do you approve or 
disapprove of this?" The vote of those with 
opinions on the question (89 percent of the 
total) was as follows: Approve regulation-
77 percent; disapprove-23 percent. Said Mr. 
George Gallup in connection with this poll: 
"The truth is that the American public wants 
an all-out war effort in which everybody from 
the topmost business executive to the lowest 
worker is required to make whatever sacri­
fices are needed, no matter how much it may 
interfere with cherished principles." 

Finally, on April 28, 1942, the War Profits 
Control Act became effective. 

As to why the services are interested in 
controlling inflation and war profiteering, the 
answer is simple. High prices stretch to the 
very· front fighting lines on land and on sea. 
They affect the living standard of the people 
at home whose sons are fighting. Profiteer­
ing has a demoralizing effect upon both the 
home front and on the war fronts. And 
maintenance of civilian morale and soldier 
morale is essential to the successful prosecu­
tion of the war. 

Over the years-indeed, over the cen­
turies-peoples have struggled to devise 
means to take the profits out of war. our 
Government finally w.orked out a proced­
ure-not ideal, perhaps, but the best devel­
oped so far-to take the profiteering out of 
war. If this is abandoned or emasculated, 
the country will be turning its back on very 
real progress and returning to the era of 
"merchants of death." It would mean be­
tl·aying the 10,000,000 men who have been 
drafted to make every sacrifice known to man. 
, If control of profiteering is emasculated, if 
merely the semblance is retained, it will be 
a terrific blow to the system of private enter­
prise after this war. For a return of war 
profits to contractors who have already given 
them up and failure to control future war 
profits adequately will not go unavenged by 
the people. 

ENGLISH SYSTEM OF WAR-PROFIT CONTROL 

Those who complain about renegotiation 
and who contend that high taxes will prevent 
war profiteering would do well to consider 
alternatives to renegotjation. 

Prior to the enactment of what is now 
known as the Renegotiation Statute in April 
of 1942 serious consideration was given to 
placing all war business in a profit strait 
jacket. A bill to limit war profits to 6 per­
cent had already passed the House by an 

overwhelming vote. It was never clear as to 
whether this 6 percent would be before or 
after taxes or whether it would be on earn­
ings or on net worth. The assumption, how­
ever, is that it would be before taxes and 
would be based on earnings. This conclu­
sion is drawn from the fact that the some­
what similar Vinson-Trammel! Act was on 
this basis. 

One proposal actually made in Congress was 
to limit war profits to only 2 percent-again 
presumably on sales and before taxes. 

After several years of war, during which it 
experimented with target prices and other 
schemes, England adopted a unique system 
but one which would be much harsher on 
American industry than our present system 
of renegotiation. It is based on detailed 
post-costing, which is to say that account­
ants are constantly swarming through the 
plants of British war manufacturers. Any 
system requiring a large army of auditors 
and accountants would in itself create a 
problem in this country. With our man­
power shortage, we simply do not have enough 
trained men to do a thorough and detailed 
post-costing job. Moreover, American indus­
try, even now, is complaining about the num­
ber of Government accountants with whom 
it must deal. 

Another aspect of the English system as 
described in the London Economist of No­
vember 6 last is an ingenious formula based 
primarily on funds employed in connection 
with the completion of a given contract. In 
considering the question of a fair return 
the British have always tended to place 
emphasis on invested capital, whereas in 
America we have placed the emphasis on 
sales. 

In the control of war profits the British 
are running true to form by setting as a fair 
rate 7¥.! percent on employed funds or em­
ployed capital, "as the yardstick for the risk­
less casted contract with firms which are 
considered reasonably efficient." This would 
sound like cost-plus-a-percentage of cost, 
but it is to be borne in mind that the 7¥:! 
percent is not on cost nor on sales but is on 
funds employed in the business. This ex­
cludes funds represented by idle plants and 
funds invested in bonds which are simply 
sitting in the contractor's vaults. 

As an incentive to encourage war · con­
tractors to increase their efficiency, the Brit­
ish permit additional profits ranging up to 
2 percent of sales. This means that the 
contractor must in effect apply to the gov­
ernment for additional reward for efficiency. 
He may be awarded a fraction of 1 percent 
on sales or more-but in no event more than 
2 percent. 

On government plant and facilities the 
return to the contractor in England is one­
eighth of the return on his own funds em­
ployed in turning out war material. :That 
is, he gets one-eighth of 7% percent on the 
value of government plant and facilities or 

· a return of slightly less than 1 percent. If 
the contractor has been awarded as much as 
2 percent on his sales of war products turned 
out by his own plant and facilities, this 
means that he also gets one-eighth of 2 per­
cent on the volume of sales he turns out 
with government plant and facilities or one­
quarter of 1 percent of such sales. 

A little simple mathematics will indicate 
that this formula provides a very modest 
return indeed. And it is to be emphasized 
that all of this is before taxes. As stated 
by the issue of the London Economist of 
November 6, the committee of public ac­
countants has reported that profits on casted 
contracts passed by the Ministry of Supply 
for 730 firms over a period of 5 months was 
9.68 percent on an effective capital of £240,­
ooo,ooo and equivalent to 6.6 percent on a 
production cost of about £350,000,000. This 
means a profit before taxes of about £23,-
000;000, which is only about 6.2 percent on 
sales. 



CONGRESSIONAL RECORD-SENATE JANUARY 21 
"In 1941," says the Economist, "a group of 

aircraft, engine, propeller and turret firms, 
employing £50,000,000 of capital and manag­
ing £12,500,000 of capital invested by the Gov­
ernment, made a profit of 4.41 percent on a 
turn-over of £150 ,000,000. The rate of profit 
on their own capital was 12.82 percent, and 
the fee for managing government capital was 
1.65 percent on that capital. Corresponding 
figures for 1942 are not yat available but are 
expected to show a lower rate of profit." 

Clearly by comparison with contractors in 
England, where there has been longer ex­
perience in attempts to control war profits, 
the American manufacturer fares extremely 
well after renegotiation. 
WH•.; TAXES CAN'T DO THE JOB OF RENEGOTIATION 

It is widely believed tt at the high excess 
profits taxes effectively preclude war profit­
eering. 

In World War No. 1 relatively high excess 
profits taxes were adopted with the view to 
preventing war profiteering. These taxes 
went as high as 80 percent in the top bracket, 
They were not successfuJ in doing the job. 
About 20,000 millionaires were created by 
the last war. 

It may be said that the excess-profits tax­
especially the one proposed in the new tax 
bill-is higher than the one prevailing in the 
last war. Even with this high3r tax, EX­

cessive profits would be realized on a scandal­
ous scale were it not for renegotiation. 

However, there is another aspect of trying 
to let taxes do the job of preventing war 
profiteering. In wartime it is imperative 
to encourage efficiency of production. Effi­
cient production means the economical use 
of manpower, facilities, and materials, all of 
which are scarce. It is only human nature 
when the Government is paying 80 percent 
of the bill to be careless about costs-to be 
inefficient in the use of manpower, materials, 
and facilities. High taxes, therefore, en­
courage waste. Renegotiation of contracts, 
however, assures recovery of excessive profits 
while leaving a profit incentive and a re­
ward for efficiency a.nd econoinical operation. 
As the Special Committee Investigating the 
National Defense Program reported, "The re­
negotiation procedure can serve a vitally 
important function in the war effort-the 
double-barreled function _ of first keeping 
over-all war costs at a minimum consistent 
with the continuance of the American sys­
tem of free enterprise, and, second, providing 
effective incentives to war contractors to 
keep their production at maximum and their 
co3ts at minimum levels." 

Now as to examples of flagrant war profit­
eering of the type that can be prevented by 
renegotiation but cannot be prevented by 
taxes, unless they are very close to 100 per­
cent. 

The minority views presented to the Sen­
ate include an appendix listing an even 200 
companies, and certain data for each com­
pany. These data are, first, net earnings 
after taxes for the base per:od-1926 through 
19S9; Eecond, net earnings after taxes 
and, third, the percent earned .after taxes 
by each company on its value at the begin­
ning of its 1942 fiscal year based on its own 
record~in other words the percent earned 
on net worth. Again, all of these data are· 
after taxes. Forty of these companies who 
have had war contracts with the Govern­
ment show over 100 percent earned after 
taxes in 1942 on the net value of these com­
panies as shown by their books. The high­
est percent earned by the companies listed 
is 965 percent and there are several com­
panies that have earned in excess of 500 
percent. 

These cases have been solely selected from 
among cases which are in process of renego­
tiation by the War Department. Similar 
cases are contained in the files of the Navy 
~md Treasury Departments, the Reconstruc­
tion Finance Corporation, the Maritime Com-

miEsion, and the War Shipping Administra- • 
tion. 

A few significant increases in after-taxes 
earnings bear on this subject. The first com­
pany on the list which had earnings in the 
base period increased its profits in 1942 3.6 
times the average earnings for the 1936-29 
period. This increase is relatively modest 
compared with others. No. 5 on the list 
shows an increase of more than 10 times; No. 
7 of more than 11 times; No. 10 from a deficit 
increased its profits to close to a million dol­
lars; No. 11 shows an increase of more than 
14 times; No. 12 of more than 40 times. The 
after-taxes earnings of No. 33 increased from 
an average of $750 in the base period to 
$181,000. This is approximately 240 times. 
The after-taxes earnings of No. 38 increaEed 
from $7,0v0 in the base period to $1,035,000 in 
1942. ·This is something lil:e 147 times. 
Among the companies which, on the average, 
had a deficit during the base period is one 
which, as a result of the ·war, had a 194:2 
net profit after taxes of $1,748,000. Another 
with a base-period deficit completed business 
in 194:2 with a profit after taxes of $1,375,000. 
Another went from an average cleficit to an 
after-taxes profit of $15,M6,000. Still an­
other went from an average deficit to $33,-
82.0,000. Purely as a result of the war, these 
·companies were able to turn their after-taxes 
deficits into handsome after-taxes profits. 

Another group of companies had no base 
period operations for comparison because 
they were formed in recent years. One of 
thesi! had a 1042 after-taxes profit of $1 ,353,-
000, and another an after-taxes profit of 
$5,964,000. 

These cases, which could be multiplied 
many times, seem to indicate conclusive!y 
that taxes will not do the job of eliminating 
war profiteering. · 

I. RENEGOTIATION AFTER TAXES 

One addition to the renegotiation statute 
appearing in the Senate finance bill pre­
scribes that to the list of factors to be given 
consideration in the determination of exces­
sive profits shall be added the following lan­
guage: "Whether the profits remaining after 
payment of estimated Federal income and 
excess-profits taxes will be excessive." 

This raises two questions. First, what, pre­
cisely, does this language mean? Second, if 
it means that renegot iation shall be on "an 
after-taxes basis," is the provision sound and 
wise? 

As to the first question, does the languz.ge 
mean that r~negotiation shall be on "an 
after-taxes basis"? If it does mean this, why 
dcesn't it say so? These words are ambiguous. 
They will provide lawyers with a source of 
heated argument and _therefore hamper the 
whole process of renegotiation by putting it . 
in the debating-club category. Administra­
tion of any law is either difficult or expedi­
tious depending in larg-e measure on the 
clarity of the law. To ask a department to 
administer a law which is ambiguous is plac­
ing. an undue burden en that department. 
Here is a law being administered by six de­
partments . True, there is a Joint Price Ad­
justment Board to resolve questions of policy 
and interpretation. The joint Board was set 
up to attain greater uniformity of adminis­
tration. Congress is rightly insistent upon 
maintenance of uniformity of administration. 
But by this ambiguous language the depart­
ments are being impelled into legal debates 
as to what is meant. Congress is rightly 
insistent upon the expeditious completion of 
renegotiation so that uncertainty on the part 
of contractors can be dispelled rapidly as to 
each fiscal year on which they are subject 
to renegotiation. But py this ambiguous lan­
guage contractors and their counsel would be 
encouraged to a debate with the adminis­
trators as to the interpretation of this lan­
guage, assuming that the administrators 
themselves succeed in figuring out what is 
meant. 

And to what avail is this? Is this lan­
guage proposed because its proponents _are 
hesitant to spell out in unmistakable terms 
what they mean? Is it proposed because they 
hope, with this cloudy verbiage to befog the 
WhQle issue of renegotiation? Is this part 
of the emasculation? Is. it part of the plan 
to retain the semblance of keeping faith 
with the taxpayers of the Nation and the 
men who are fighting for its life while actu­
ally betraying them by making it impossible 
for the Government to eliminate war prof­
iteering? 

The issue of renegotiation must be met 
head-on. Either renegotiation is desired or it 
isn't. ·Either it is to be facilitated or it 
isn't. If renegotiation in some form or other 

. is desired, if it is to be facilitated, the de­
partments must be given the best possible 
instrument-a law which is unmistakable iri 
its mandate to them. Insofar as this part of 
the law is concerned, certainly, the whole 
process of curbing war profiteering might be 
hamstrung. 

Now as to the second question. If this 
language does mean that renegotiation is to 
be only after taxes, how wise, how sound is 
such a proposal? 

First, how wise? This is part of a revenue 
bill. But if renegotiation after taxes means 
what it seems to mean, what is being pro­
posed is that the Government pay the taxes 
of war contractors-that the Government in­
vite them to evade their just burden of shar­
ing the cost of the -war-a burden which 

-everyone else must share. This t~x bill 
would simply set up a tax-evasion mill. 

However, if the departments are asked to 
renegotiate on the basis of after taxes, the 
rigi.lt and duty given solely to Congress is 
abdicated-the right and duty to say what, 
under a given set of circumstances, the tax­
payer's share of the support of the Govern­
ment is to assume. If, on their own initia­
tive, the departments had originally adopted 
an after-taxes basis of renEgotiation, there 
would !:ave been teal cause for complaint by 
Congress. Under such a system they would 
have usurped the prerogative of Congress. 
For such action would have been tantamount 
to dealing in a black market of taxes. Vli.2at 
does renegotiation after taxes mean, pre­
cisely? Doe:m't it mean that special allow­
ance is to be made for the taxes a firm would 
normally pay? Doesn't that in turn mean 
that the renegotiator simply gives the wink 
to the contracto!' across the table and s:1ys: 
"Looks as though Congress dealt you a raw 
deal on this tax schedule. Looks as though 
Congrass soft of stuck you. But don't worry, 
pal; we'll fix that. Before this stupid war 
c.ame along, before Congress said we had to 
dig down into our jeans to pay for it, in the 
good old days wb_en taxes were only about 
12Yz percent, you used to make a profit after 
taxes of 10 cents .on every dollu of sa!93, 
Now, in 191,2, your sales jumped eight times, 
to be sure, and your costs per dollar of s~lc;s 
w::;nt way down because of the increased 
volume. But, poor soul, your tax base . is 
simply terrible. Congress thought it wz.s 
smart v:hen it worked out the tax base sched­
ules, but we'll fool them. We'll leave ycu 
with your 10 cents of profit on every dollar 
of sales after taxes. That means only abo-:J.t 
50 cents on every dollar of sales before taxes, 
and fixes it so that even though your volume 
is up, and your dollar tax is somewhat greater, 
you really make out pretty well. Don't say 
anything, pal, but we sliced the daylights 
out of your competitor, Smith & Jones, be­
cause his taxes were pretty low. He had a 
high tax base. We fix tl1e taxes corporations 
have to pay to suit ourselves. This is the tax­
evasion mill." 

Yes; had they adopted this policy, the de­
partments would have gone beyond the limits 
of their authority. 

One thing that must be remembered is that 
this is not a taxln!j, nor a revenue-raising 
measure.' It is a pricing statute. It ;rnigh~ · 
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be called a hindsight-pricing statute. In 
peacetime, competition forces reasonable 
pricing. In wartime, there is no such thing 
as competition when the Government needs 
all of everything it can get. Industry is on 
a monopolistic basis. ' The law of supply and 
demand is cut in half and becomes only the 
law of demand. Normal economic forces no 
longer apply. Renegotiation is a substitute 
for them-a subStitute designed to bring 
down prices prospectively or retrospectively 
to a point where-were real competition still 
in effect-they would promptly descend any­
way. Rates of utilities and railroads--in 
themselves monopolies-are regulated. This 
is regulating rates charged by industries 
which are monopolies for the time being. 
They couldn't be regulated in advance. No­
body knew what costs of new articJ,es and 
costs of old articles made in unprecedented 
volume might be. The crying need was for 
materiel of war. The cost be damned. Now 
that there has been a chance to get organ­
ized, attention is being paid to cost-still on 
the first year of war production~ven though 
this is the third year of war. New i terns are 
being constantly developed. If American in­
ventive genius is what everyone knows it to 
be and hopes it will continue, new items to 
whip the enemy will continue to be devel­
oped. The country continues to need this 
hindsight-pricing statute. Moreover, Ameri­
can businessmen-in their own reasonable 
interests-are concerned about all sorts of 
contingencies and in their pricing to the 
Government still insist on providing for all 
manner and sorts of contingencies. But who 
knows whether these contingencies will de­
velop? For this sort of situation, there is 
still need of a hindsight-pricing statute. 

No, this is not a revenue measure but a 
pncmg measure. And as such, there is a 
close relationship between the original price 
and the adjusted price. But that relation­
ship disappears entirely if in the original 
price the contractor's tax base is to be ignored 
but in the final adjusted price it is a factor 
to be considered. Why ignore it in the first 
instance .1nci consider it in the second? And 
to argue that it should be considered in the 
first instance would be to argue that our 
entire system of procurement should be revo­
lutionized. Arguing that the tax base should 
be considered in · the adjusted price is funda­
mentally just as revolutionary. Either argu­
ment is merely saying: Mr. Contractor, please 
post a large sign over your plant stating what 
your tax base is. This will give contracting 
officers the t ip-off as to what prices to give 
you for your products. · 

Incidentally, too, it will give the tip-off 
to your employees as te how they are to bar­
gain with you and to your customers and to 
your suppliers. This system of procurement, 
of pricing on the basis of a supplier's t ax, if 
pursued to the r idiculous but logical ex­
treme, would be like asking procurement 
officers suddenly to carry on their dealings 
in the Chinese language. 

Finally, there is the question of uncer­
tainty. As though there were a law pro­
hibiting t hem from volunteering for rene­
got iation-from h aving that aching tooth 
yanked out, contractors have complained that 
they are being left uncertain as to their 
profit s . But what of the long period of 
.wait ing, of uncert ainty if renegotiation is to 
be on a basis of "after taxes"? Any number 
of corporations file requests to defer their 
income t ax returns for many man ths after 
the end of their fiscal years. As t axes be­
come more complicated, and the task of the 
Bureau of Internal Revenue more arduous, 
man y returns will not be audited for several 
years af t er the end of the corporation's fiscal 
years. Then there will be a further waiting 
to determine t he effect on the after-tax 
income 'of the carry-back-of-losses provision. 
To hear contractors wail about the need for 
reconversion reserves, the losses they are go­
ing t o be able to carry back will be stupen­
dous. So they wait around for that deter-

mination. And finally, years later-years of 
nights when contractors have trembled in 
the dark ot' their uncertainty-renegotiation 
can finally commence. If this is to be the 
system, the present price adjustment boards 
should be disbanded and called back-if they 
will come-in 1946 or 1947 or maybe later 
after the final audits are in and the last tax 
adjustments have been made. 

No; if this language means what it seems 
to say, then it should be said point blank. 
But if it means what it seems to say, it 
would be better if it were not said at all. 
For it is not wise for Congress to abdicate 
its taxing power, nor is it sound to do part 
of procurement on a before-tax basis and 
another part on an after-tax basis and-into 
the bargain-to impose even greater uncer­
tainty upon contractors than that of which 
they already complain. In writing a reven11e 
bill, creation of a tax-evasion mill defeats 
the original intent. In dealing with pro­
curement, uniformity straight across the 
board is imperative, with the same rules fixed 
to apply both to original pricing and subse­
quent repricing. · 

II. RENEGOTIATION AFTER TAXES 

A proposed change in the renegotiation 
statute would prescribe th.at in the determi­
nation of excessive profits consideration be 
givEn to whether or not "profits remaining 
after payment of estimated Federal income 
and excess-profits taxes wouid be excessive." 

If this means that renegotiators are to make 
adjustments for the impact of income and 
excess-profits taxes which would fall on a 
war contractor, it means abrogation of the 
carefully determined tax schedules worked 
out by Congress. It would mean, in effect, 
that just because one company bad a higher 
tax than another it would be paid a higher 
price for its products than the other. 

What, actually, would be done in renegoti­
ating certain cases? 

Here is a company that in 1942 made $213,-
000 after taxes and after renegotiation. Two 
hundred and thirteen thousand dollars does 
not seem like ·a great deal of money for a 
company that has made an important con­
tribution to the . war effort. Some people 
might say that this could not conceivably 
represent excessive profits. But what are the 
rest of the facts? Its sales volume increased 
by more than 20 times over the average level 
of the base peace years, 1936-39. Its profits 
b€fore taxes increased almost 40 times. Its 
profits before taxes represented 34 cents on 
every dollar of sales. The question is whether 
such a picture represents excessive profits. 

As a matter of fact, this company-was re­
negot iated and returned to the Government 
$460,000. Even after renegotiation, the com­
pany's profits before taxes was $388,000-
almost 40 times the average of the 4 base 
years. After both renegotiation and t axes, 
the company still had a net profi·t; of more 
than 8 times the average in the peacet ime 
base years and more than 40 percent of the 
value of the company at the bEginning of 
1942, as shown by its records (net worth). 
T"lis company has no reconversion problem 
as its products are the same as before the 
war. Salaries and dividends have increased 
substantially. 

Another company-American Tube Bend­
ing Co.-complained before the House Ways 
and Means Committ ee about renegotiation. 
Without renegotiation, this company would 
have made only $130,000, after taxes. Would 
this be regarded as excessive? I t represented 
only about four and one-half times the peace­
time average of $29,000, after taxes. Without 
ot her facts, however, can it be determined 
whet her the company earned excessive 
profit s? 

As a result of the war, sales ballooned 
nearly 11 times the peacetime average. Prof~ 
its before taxes were nearly 13 times as 
much-$473,000-compared with $37,000. 
These results were achieved after deductions 
from profits of' salary increases , for the 2 

owner-executives, 1 of whom took $79,000 
in 1942, against $29,000 in 1941. These results 
were achieved during a year when the com­
pany repaid a $25,000 mortgage and paid 
$57,000 on its stock, 90 percent of which was 
owned by the same 2 officers. Operating re­
sults show a profit of more than 15 cents on 
every dollar of sales from war business. Such 
a ratio may not seem high, but even after 
renegotiation and taxes the profit was 43 per­
cent on the value of the company at the 
beginning of 1942, as shown by its records­
net worth. When this return on net worth 
is compared with the less than 3 percent re-· 
turn before taxes on money which the people 
are being asked to loan to the Government 
in the prosecution of the war, the profits seem 
inordinate. - Before renegotiation, but after 
taxes, the profit represented more than 67 
percent of the net worth of the company at 
the beginning of the year. 

Were this change put into effect, what 
would be done in the case of a manufacturer 
of valves, fittings, and heating apparatus 
which is now engaged in turning out the 
same products for war purposes? Its sales 
volume increased only about two and one-half 
times over the average of the base years and 
net profits, after taxes, were only about twice 
those of the base period. On the surface, this 
would n_ot seem like a startling example of 
war profiteering. It is conceivable that no 
renegotiation would be indicated if only those 
earnings after taxes were to be considered. 

Looking under the surface of these facts, 
however, it is learned that the company 
agreed to the refund of $4,250,000 regarded 
as excessive. While sales volume increased 
only two and one-half times, profit before 
taxes-largely as a direct result of the war­
irtcreased six times. Indeed, this company 
had slightly more nonrenegotiable business 
in 1942 than it had in its base period. Its 
renegotiable busineEs was slightly more tha~ 
its nonrenegotiable and thereby represented 
pure velvet in terms of volume. On this 
increase of sales, profits before taxes in­
creased six times. On renegotiable business 
alone the company made before taxes about 
three times what it made in its average base 
peacetime year. In peacetime it made an 
average of about 7 cents on every dollar of 
sales, while on renegotiable business alone tn 
1942 it made over 18 cents on every dollar of 
sales. Profits on renegotiable business were 
scaled · down to . 14 cents on every dollar of 
sales. Such a profit would seem to represent 
a liberal return to the company and a rea­
sonable deal for the Government. 

The question of whether or not renegotia­
tion should be after taxes involves the funda­
m ental problem of whether companies are to 
be allowed and even encouraged to avoid pay­
ing the taxes which Congress said should 
apply to them. 

FAIRNESS OF RENEGOTIATION BOARDS 

Many loose charges have been made about 
renegotiation being arbitrary or unfair. 
These charges are wholly unfounded. The 
hearings before the Truman committee, the 
House Naval · Affairs Committee, and the 
House Ways and Means Committ ee entirely 
failed to support any accusation of f.rbitrary 
action. While contractors have taken excep­
tion to the renegot iation law and to the 
findings of the Board, no contractor has testi­
fied that the Board was arrogant or high­
handed or tyrannical or that he was 
harassed and placed under duress by the 
Board. On the contrary, contractors have 
frequently spoken of t he high caliber of men 
who serve on the Price Adjustment Board 
and the courteous treatment they received. 

The Truman commit tee investigat ed the 
administration of the law and its r eport con­
tains the following statemen ts : 

"The administration of the renegotiation 
law during the first 10 months of its exist­
ence has been characterized by t wo signifi• 
cant accomplishments: (1) The assembly 'in 
Government of an unusual group oi abi.e, 
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conscientious, and patriotic lawyers, a.c- · 
count ants, and businessmen as administra­
tors of renegotiation" (p. 2, S. Rept. No. 
10, pt. 5). 

The House Naval Affairs Committee in­
vestigated the administration of the law and 
its report contains the following statement: 

"It would be unfair to the price adjust­
ment boards not to refer to the fact that, 
without exception, every business executive 
who app~ared before the ccmmittee whose 
companies had been renegotiated had noth­
ing but praise for the fair and equitable 
treatment which they had received from the 
price adjustment boards. They had no 
quarrel with the boards as such, or with 
their members; such complaints as they had 
were directed to provisions of the law which 
particular contractors deemed unfair or in­
equitable. We, too, were impressed by the 
members of the boards who appeared before 
us, by the sense of fairness . and the feeling 
of responsibility to both the public and in­
dustry which they exhibited, and by the care­
ful reasoning upon which th':llr judgments 
apparently rested" (p. 17, H. Rept. No. 733). 

The minority report of the House Naval 
Affairs Committee contains the following 
statement: 

"No representative of industry who ap­
peared before the committee had any crit­
icism to offer with respect to the personnel 
of the various price adjustment boards, or 
to the manner in which they had handled 
any of the actual conferences with the con­
tractors. It appears that the personnel of 
the price adjustment boards have performed 
a difficult task in a highly exemplary man­
ner. For this performance of duty high 
praise is deserved" 'P· 63, H. Rept. No. 733). 

The following are some of the statements 
made by contractors who appeared before the 
Naval Affairs Committee during its hearings 
June 10 to 30, 19~3. inclusive: 

John B. Hawley, Jr., Northern Ordnance, 
Inc., Fridley, Minn.: 

"Members of the Price Adjustment Board 
have my absolute respect; th~y worked hard 
on my case, and I mean they worked dili­
gently to get every nickel back for the Gov­
ernment, realizing they would be severely 
criticized by the committee if they underdid 
it, and I wouldn't pay it if they overdid it. 
• • • It has been a question of very clcse 
understanding between us and the Board and 
I want to compliment them on their hard 
work" (p. 664). 

Lewis H. Brown, president, Johns-Manville 
Corporation, New York City: 

"I have personal acquaintance with some of 
the Board members. I have not met the 
men with whom my own company has been 
in renegotiation, but I am informed that 
they are men of high ability. In my spare 
time as industrial adviser to the Chief of 
Ordnance I have had opportunity to observ.:l 
the character of the Ordnance negotiating 
officials. I say without hesitation that I do 
not know a more able and devoted body of 
officials anywhere in the Government service, 
in or out of uniform" (p. 539) : 

J. F. Metten, chairman of the Board, New 
York Shipbuilding Corporation: • 

"As far as I am concerned, the Board did a 
good job. They sent qualified people up to 
the yard, and of course this is a highly tech­
nical and very much involved subject-these 
changes-and they got the information in 
detail from the yard and we went down there 
before them and discussed various points. 
Of course you never agree on everything, but 
on the whole we felt that they had been fair 
and impartial" (p. 562). 

C. B. Lanham, Ohio Nut & Wa.sher Co., 
Steubenville, Ohio: 

"We originally had had some misgivings 
as to how the renegotiations would be con­
dUcted. • • • However, in our case we 
were agreeably relieved to find the Board and 
Commander Whyte were so able and compe• 
tent and to have them deal with us in such 
a fair manner" (p. 602). 

Roger Williams, executive vice president, 
Newport News Shipbuilding & Drydoclt Co.: 

"Our case has been pending since early in 
January before the Pri.ce Adjustment Board, 
and we have dealt with the Price Adjustment 
Board only, and we didn't wish to have our 
hearing here appear a.s a court of appeals in 
that case. We wished to handle it inde­
pendently because we have every confidence 
in the fairness and integrity of the Navy 
Price Adjustment Board and have no reason 
to complain of their action to date" (p. 7G3). 

Rosco'e Seybold, vice president and comp­
troller, Westinghouse Electric & Manufac­
turing Co.: 

"The Board, after reviewing all the in­
formation that had been given, told us the 
amount they felt sholtld be returned as ex­
cessive profits. We felt that we had very 
fatr treatment, that we were dealing with 
businessmen who had the interests of the 
Government at heart, and at the same time 
felt the necessity of protecting industry so 
that they could carry on in war production" 
(p. 745). 

C. R. Tyson, secretary-treasurer, John A. 
Roebling's Sons Co., Trenton, N. J.: 

'"Althcugh the renegotiation resulted in a 
substantial reduction in our 1942 profits, we 
do not regret having proceeded as we did. 
Nor does the Roebling Co. have any quarrel 
with the principle and objectives of the rene­
gotiation statute as administered by the Navy 
board in our case. Throughout the period 
of renegotiation, our relations with the 
representatives of the Navy board were 
ccrdial, and we were impressed with their 
conscientiousness and desire to accord us the 
most intelligent and considerate treatment" 
(p. 755). 

George R. Gibbons, senior vice president, 
Aluminum Co. of America, Pittsburgh, Pa.: 

"If disciplined, we felt perhaps we had been 
disciplined by a considered agent of the Gov­
ernment. We found that the Government 
was intensely desirous of ascertaining the 
true situation. We felt that they were moved 
by no considerations outside of tlle law and 
the regulations which had been issued un­
der the law" (p . 760). 

Francis A. Callery, vice president, Consoli­
dated Aircraft Corporation, San Diego, Calif.: 

"I have had a great deal of ' experience with 
the Price Adjustment Board of the Navy. I 
have had many meetings wit h them. I have 
gotten to know the members of the Board 
well. Without exception, they are able, ex­
perienced_. sincere, and patriotic men. In my 
many meetings they have invariably dealt 
with me with courtesy and with patience. 
Nat urall-y, we have had had many differences 
of opinion. We still have. on general policy 
matters, but we have a mutual respect for 
the other's point of view" (p. 779). 

Ralph E. Flanclers, preside1'it, Jones & Lam­
son Machine Co., and Bryant Chicking 
Grinder Co., Springfield, Vt.: 

"I just want to put in here the fact that 
we were treated like gentlemen by gentlemen 
in renegotiat ion. They had a job to do; the 
job was a difficult one; they had no prece­
dents. We were the first manufacturers to 
go through with it, and they did their duty 
as they saw it, and we did ours as we saw 
it" (p. 895). 

The following are some of the statements 
of witnesses who appeared before the Ways 
and Means Committee during its hearings 
September 9 to S~ptember 23, 1943: 
Ellsworth C. Alvord, representing the United 

Stat es Chamber of Commerce, Washing­
ton, D. C.: 

"The Under Secretaries of War and the 
Navy, the Chairman of the Maritime Com­
mis.sion, the members and the st affs of the 
various types of Government boards are men 
of high integrity. Many of them I know per­
sonally and have known personally for many 
years. I have the highest respect for them. I 
do not and would not question their sin­
cerity of tmrpose or motive. They are just 
as interest~d tn the preservation of our sys· 

tem of free enterprise as I am. I am con­
fident they are doing the best possible job 
on attempted recapture of so-called excessive 
profits through renegotiation procedure un­
der the present law" (p. 502). 

L. Y. Spear, president, Electric Boat Co., 
New London, Conn.: 

"I deem it proper and in order before pro­
ceeding to specific suggestions and comment 
to state that in all of the dealings of my 
company with the Navy Price Adjustment 
Board, we have found its members conscien­
tious, fair-minded, and reasonable from the 
point of view of their responsibilities under 
their interpretation of the law. They have 
seemed to be anxious to arrive at a solution 
which would be deemed reasonable by us and 
have consistently treated us with extreme 
courtesy and afforded us full opportunity to 
present our side of the case" (p. 575). 

FACTORS CONSIDERED IN DETERMINING WHETHEK 
EXCESSIVE PROFITS HAVE BEEN REALIZED 

The following statement taken from the 
joint statement by the War, Navy, and Treas­
ury Departments and the Maritime Com­
mission on the purposes, principles, policies, 
and interpretations under the Renegotiation 
Act are illustrative of the general principles 
followed in determining excessive profits: 

"In considering whether costs or profits on 
war contracts are excessive, the price-adjust­
ment boards are guided by the following 
broad principles: 

"(a) That the stimulation of quantity pro­
duction is of primary importance. 

"(b) That reasonable profit s in every case 
should be determined with reference to the 
particular performance factors present with­
out limitation or restriction by any fixed 
formula with respect to rate of profit, or 
otherwise. · 

"(c) That the profits of the contractor 
ordinarily will be determined on his war 
business as a whole for a fiscal period, rather 
than on specific contracts separately, with 
the possible exception of certain construction 
contracts. Fixed-price contracts are nego­
tiated separately from fees on cost-plus­
fixed-fee contracts. 

"(d) That as volume increases the margin 
of profit should decrease. This is particularly 
true in those cases where the amount of busi­
ness done is abnormally la1ge in relation to 
the amount of the contractor's own capital 
and company-owned plant and where such 
production is made possible only by capita1 
and plant furnished by the Government. 

"(e) That in determining what -margin of 
profit is fair, consideration should be given 
to the corresponding profits in pre-war base 
years of the particular contractor and for the 
industry, especially iii cases where the war 
product s are substantially like pre-war prcd­
ucts. It should not be assumed, however, 
that under war conditions a . contractor is 
entitled to as great a margin of profit as that 
obtained under competitive conditions in 
normal times. 

"(f) That the reasonableness of profits 
should be determined before provision for 
Federal income and excess-profits taxes. 

"(g) That a contractor's right to a reason­
able profit and his need for working capital 
should be distinguished. A contractor should 
not be allowed to earn excessive profits on 
war contracts merely because he lacks ade­
quate working capital in relation to a greatly 
increased volume of business. 

"In determining the margin of profit to 
which a contractor is entitled, consideration 
is given to the manner in which the contrac­
tor's operations compare with those of other 
contractors with respect to the applicable fac­
tors. Among such factors taken into consid­
eration wllen applicable are the following: 

" (a) Price reductions and comparative 
prices. 

"(b) Efficiency in reducing costs. 
"(c) Economy in the use of raw materials. 
"(d) Efficiency in the use of facilities and 

in the conservation of manpower. 
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"(e) Character and extent of subcontract­

ing. 
"(f) Quality of production. 
"(g) Complexity of m anufacturing tech-

nique. . 
"(h) Rate of delivery and turn-over. 
"(i) Inventive and developmental contri­

bution with respect to important war prod­
ucts. 

"(j) Cooperation with the Government and 
with other contractors in developing and 
supplying technical assistance to alternative 
or competitive sources of supply and the 
effect thereof on the contractor's future 
peacetime business. 

"Consideration is also given to possible in­
creases in cost of materials, imminent wage 
increases, and the ·risl{s assumed by a con­
tractor such as inexperience in new types of 
production, delays from inability to obtain 
materials, rejections, spoilage, 'cut-backs' in 
quantities, and guaranties of quality and 
performance of the product. It is also recog­
nized that a contractor whose pricing policy 
results in comparatively reasonable profits is 
entitled to more favorable treatment than a 
contractor whose pricing policy results in a 
large amount of unreasonable profits unless 
this is attributable to reduced costs rather 
than overpricing . The contractor who main­
tains only a reasonable margin of profit is 
subjected to the risks incident to the per­
formance of a fixed-price contract, while the 
contractor who practices overpricing usually 
has taken few, if any, of such risks. In the 
latter case the profit of the contractor should 
be adjusted in the direction of the fee that 
might have been allowed under a cost-plus­
fixed-fee contract for the production of simi­
lar articles. 

"The contractor in every instance is given 
ample opportunity to develop and present . 
facts with respect to all of the above factors 
and to any other factors which in his particu­
lar case may be relevant to the contractor's 
over-all quality of performance, upon which 
his profit reward is based." 

These factors are weighed by businessmen 
who, after a review of them, exercise their 
judgment and determine what in their opin­
ion constitute excessive profits. It is a con­
clusion arrived at not as the result of any 
arbitrary or rigid formula, but in the light of 
the facts of the particular case. 

In this connection it should be pointed out 
that every member of the Board is given a 
thorough indoctrination course with the main 
Board in Washington before he is permitted to 
participate in any case. Initially every case 
was handled in Washington, and it was only 
after the securing of men possessed of req­
uisite business judgment that cases were 
assigned to the regional boards for renego­
tiation. ·Furthermore, all cases are reviewed 
by the Washington Board. This assures a 
uniformity of result without losing the bene­
fit of elasticity of judgment. 

Thus, in one industry, the Army allowed 
as an average 11.56 percent of sales and the 
Navy 12.07; in a second industry the Army 
allowed 11.14 percent, the Navy 12.19 percent; 
in a third industry the Army allowed 11.17 
percent, the Navy 11.23 percent; and in a 
fourth industry the Army allowed 7:71 per­
cent and· the Navy 8.67 percent. These fig­
ures clearly refute any contention of dis­
parity of treatment between the War and 
Navy Departments. 

The constant search for a formula to de­
termine excessive profits is easily under­
standable. It is an attempt to simplify 
something that is not susceptible of sim­
plification. The elimination of excessive 
profits is a complicated problem, and ex­
perience. has failed to produce any simple 
formula that is a complete solution to the 
problem. An examination of the cases han­
dled by the Navy board will bear this state­
ment out. The board has not arrived at any 
workable formula, nor has Congress in the 
years past with its fixed profit limitations. 
It is as impossible to lay down a formula 

for elimination of excessive profits as for an 
artist to give you his formula for painting 
pictures. 

At the time of the enactment of section 
403 in its original form, Congress had before 
it two bills, both providing for a fixed for­
mula: H. R. 6790, providing for a limitation of 
profits to 6 percent of cost, and the so­
called Case amendment to the appropriations 
act, of which section 403 subsequently be­
came a part. Mr. CASE's amendment was 
initially introduced as section 402 (a) and 
provided for a limitation of 6 percent of cost. 
In the Senate this was amended and a sched­
ule was substituted ranging from 10 percent 
on the first $100,000 down to 2 percent for 
so much of the contract price in excess of 
$50,000,000. Both of these fiat formulas were 
rejected and section 403 adopted. In this 
connection I would like to read a statement 
of Secretary Knox before this committee on 
April 14, 1943, in opposition to H. R. 6790. 
He said, in part: 

"It therefore seems to me that we have two 
major problems: First, the determination of 
when profits are or will be excessive-that is 
t':l.e determination of a proper standard; and, 
second, the discovery of an effective means to 
prevent profits exceeding such standard. 
Both problems are extremely complicated. I 
doubt whether any general ruL s can be laid 
down which will fairly apply to all cases. War 
contracts vary widely in substance and form. 
Some contracts involving large sums of 
money may be performed over relatively short 
spaces of time and with relatively small cap­
ital investment; other contracts involving the 
same sums of money may require several 
years for performance and also large capital 
investment. One hundred million dollars of 
airplanes can be produced much more rapidly 
than a battleship costing a similar sum. A 
fair profit under a contract of $100,000,000 
performed within 1 year with a minimum 
capital investment seems to me to be quite 
different from a fair profit to be allowed on a 
contract for the same amount of money, com­
pleted over a period of 3 or more years and 
requiring a larger permanent capital invest-
ment. · 

"In determining what profits are excessive 
we also must consider the treatment fairly 
to be accorded industries whose plant facili­
ties and working capital are supplied by the 
Government. CJearly an industry supplying 
.only management should not receive the same 
profit, whether considered as a percentage of 
the contract price or as an amount in dollars, 
as an industry supplying management, work­
ing capital, and plant. 

"The degrees to which the Government 
may supply working capital and plant will 
vary widely, and any treatment of excessive 
profits must make allowance for such varia­
tions. I think we all agree that any profit 
not really earned, no matter how small, is 
excessive. The effect of increased volume 
must also be studied. Profits increase and 
costs decrease as volume swells. Increased 
efficiency of operation gained by experience 
brings about the same result. It is often 
difficult to make allowances for such factors 
in advance. The elimination of unnecessary 
steps and the· adoption of short-cuts cannot 
be foreseen. Costs and profits seemingly rea­
sonable at the start of a contract often be­
come unreasonable after volume and experi­
ence have increased. It therefore seems to me 
that a limitation of profits to a percentage 
of the contract price does not tal{e into ac­
count all the factors which are involved in 
the different cases." 

We must bear in mind that Secretary Knox 
was speaking with respect to a statute pro­
posing a fiat profit limitation of 6 percent. 
He was afraid, and quite properly so, that 
such a limitation would work inequities and 
force contractors into cost-plus-a-fixed-fee 
contracts, with increasing cost to .the Gov­
ernment, in order to counterbalance their 
ceiling on profits with a floor on losses. . He 

realized that increased costs might be more 
detrimental to the Government than in­
creased profits. 

Thus it would appear that Congress has 
given due consideration to the so-called for­
mula method of handling excessive profits 
and rejected it as being inadequate and un­
satisfactory. 

A similar conclusion must be reached with 
respect to the statement that the excess­
profits tax-which means nothing more than 
the establishment of another formula-can 
do the job. The recent report of the Truman 
committee succinctly answers this point: 

"Taxes alone will not do the job because 
(a) higher corporate-tax rates are likely to 
encourage higher costs and discourage eco­
nomical production; (b) no sche~e of taxa­
tion has been devised which is sufficiently 
flexible to provide an incentive .lor efficient 
low-cost production; (c) a profit percentage 
which would fairly reward one war contractor 
with one type of financial structure would 
bankrupt a second contractor with a differ­
ent financial set-up, and would provide in­
ordinately excessive profits for a third con­
tractor with a still different financial prob­
lem." 

No less an authority than Senator GEORGE 
made the following comment on the floor of 
the Senate during the course of the argu­
ment on the passage of the act initially: 

"I have given a great deal of study to the 
subject and I have reached the conclusion 
that through exceEs-profits taxes alone, as 
we have approached that problem, we can­
'not completely answer the question of ex­
orbitant profits on war contracts.". 

It is true that the various price adjust­
ment boards have made mistakes and that · 
they do not have the certainty ' of a fixed 
formula to guide them. The mistakes and 
lack of certainty, which will become less 
and less as the boards have more experience, 
will produce fewer mistakes and inequities 
t.han a fixed formula. In any event, the 
guaranty of certainty is not an end in itself 
and is far less important than the satis­
faction of the requirement that, in the public 
interest, excessive profits upon war contracts 
be recaptured. War profits are not certain 
as to time or amount. They are sporadic 
and irregular, differing widely as between 
industries and members of the same indus­
try. The absence of certainty and the pres­
ence of flexibility and elasticity is not a 
defect, but an aid in the solution of the 
troublesome problem of both the recapture 
of excessive profits and the assurance of a 
fair return under all circumstances to all 
war contractors. 

MARITIME COMMISSION ADlJ'USTMENT BOARD 

Examples of high increase in dollar profits in 
1942 over the base period, along with high 
percentage earned on net worth in 1942 

[All before renegotiation] 

Company 

Net earnings after taxes Percent 
earned on 

Base 
period 1942 

net worth, 
after t axes, 

1942 

-------------1---------:---------------
!_ _______________ _ 
2 ________________ _ 
3 _____________ ___ _ 
4 ________________ _ 

5.----------------6 __ __ ____________ _ 
7-- ___ _ · __________ _ 
8 ________________ _ 

9.----- -- ------- --
10. ----------- -- - -
11.---------------
12.---------------13 _______________ _ 
14 _______________ _ 
15 ____ _______ __ . __ _ 
16 _______________ _ 

17----------------18 ___ _____ __ ____ _ _ 
19 ___ ____________ _ 

20.---- -----------
21.- --------------
22. ---------------

535 
15,000 

1, 500 
Deficit 
16,000 

488,000 
120,000 
Deficit 
Deficit 
509,000 
Deficit 
20,000 
61,000 
2,000 

93,000 
Deficit 
Deficit 
Deficit 
22,000 
60.000 

Deficit 
Deficit 

23,344 
149,494 

64,000 
39.5, 000 
465,000 

1, 320,000 
1, 165,000 

642,000 
96,000 

1, 112,000 
153,000 
789,000 
244,000 
254,000 
25(1, 000 
376,000 
210,000 
209,000 
125,000 
379,000 

1, 603,000 
2, 591,000 

55.9 
Zl. 7 
58.0 

811.3 
97.6 
19.6 
20.7 
14.9 
86.7 
25.7 
18.6 

121.2 
34.6 
38.9 
13.2 
32.9 

135.0 
1524.2 

46.1 
109.7 
64.5 
60.6 
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Examples of high increase in dollar profits tn 

1942 over the base period, along with high 
percentage earned on net worth in 1942-
Continued 

[All before renegotiation] 

Company 

23_- --------- -----24 _______________ _ 

25 ________ --------
2(i _______________ _ 
z; ________ _______ _ 

28_- ----- ---------29 ________________ _ 
3Q _______________ _ 

3L ----- ---- ----- -
32.--------- _____ ·_ 33 _______________ _ 

34_- -- ------------

Net earnings after taxes Percent 
earned on 

---------!net worth,_ 
Base 

period 

Deficit 
11,000 
39,000 
48,000 
(1) 

553 
. 2,000 
(1) 
(1) 
(1) 
(1) 
(1) 

1942 

263,000 
246,000 
214,000 
150,000 
179,000 
324,000 
119,000 
100,000 
147,000 
470.000 

1, 447; 000 
9·15, 000 

after taxes, 
1942 • 

60.5 
38.4 
39.0 
15.7 
23.7 

131.1 
43. 3 
26.9 
40.0 
49.4 
4'i. 7 

263.6 

1 Base period figures not available. 
For examples of high increase in d9llar profits pre­

sent.ed by the United States ~rmy AdJnst~cnt Board, 
see minority report of the Fmance Comm1ttee on tho 
mbject of renegotiation of war contJact-s. 

Examples of high increase in dollar profits presented 
by the Navy Price Adjustment Eoard are found on 
page 197 of the CONGRESSIONAL RECORD of January 14! 
1944. 

Mr. WALSH of Massachusetts. Mr. 
President, before the final vote is taken, 
I should like to say a word in reference 
to the chairman of the Finance Commit­
tee [Mr. GEORGEl and the attitude of the 
members of the Finance Committee in 
their consideration of this important 
subject. . 

It is unnecessary to remind Members 
of the Senate of the difficulties involved, 
and the complex problem with which we 
have had to deal in the matter of modi­
fying or changing the existing renegotia­
tion law. It has been tiresome, trouble ... 
some, and annoying to all of us. The 
subject is of such unusual public inter­
est that it has resulted in some of the 
members of the committee being accused 
of being favorable to war contract 
profiteers, and others of being hostile to 
war contractors. 

I wish to say that during aJl the nego­
tiations in the committee the patience 
and the leadership of the chairman of 
the Finarice Committee have -been fine. 
The members of the committee had vari­
ous differences of opinion concerning 
many of the important features of the 
law. We voted separately on various 
amendments. We voted our convic­
tions. 

However, after all amendments had 
been acted upon, some of us thought that 
the number of amendments which had 
been agreed to by the committee really 
nullified the effectiveness of the law. 
Upon request, the chairman of the com­
mittee conferred with those who had 
widely different views, and called the 
committee together for further delibera­
tion. We were able to harmonize and 
bring together, after long study and 
heated discussions, our divergent views 
so that all Members, when we finally re­
ported to the Senate, became united and 
there was general agreement that the 
amendments proposed finally by the 
committee were in the best interests of 
the Government and were fair to the 
contractors doing war work. 

By reason of the fact that some of us 
:felt it our duty to file minority views 

calling attention to the danger of nulli­
fying this law, it may be possible that 
some persons, for political or other rea­
sons, may construe that as a reflection 
upon the judgment and leadership of the 
chairman and other members of the 
Finance Committee. I wish to challenge 
that. I want to say that no Member of 
this body has been more desirous of 
enacting a law which will safeguard the 
interests of the country and be fair to 
the cohtractors than has the chairman 
of the Finance Committee. 

As one who joined in filing minority 
views I wish to emphasize that every 
member of the committee has a higher 
respect than ever-if that could be pos­
sible-for the chairman of the commit­
tee in his willingness to compromise dif­
ferences of opinion and reach a f;:tir 
and just decision th~,t would make the 
renegotiation law an effective instru­
ment in eliminating excessive war profits 
during the war. 

The law is arbitrary. This is necessary 
if the taxpayers' interests are to be 
safeguarded during the expenditure of 
these vast, heretofore unheard of ex­
penditures. The drafting of human life 
is arbitrary. War necessarily means the 
abandonment of normal conditions and 
peacetime safeguards. Under war con­
ditions, with the sacrifices of life and 
limb of our youth and the sufferings of 
their kin, we would be insensible of our 
primary obligations to them and all our 
citizens to permit excessive profiteering 
by those who furnish these weapons and 
supplies to carry on the war. How to 
do this and do as little injustice as pos­
sible is no easy task. After all, alllegis:­
lation is a matter of compromise. The 
chairman of the committee showed the 
magnanimous spirit which we should all 
display under such circumstances. 

Mr. President, I merely wish to say 
that we owe a real debt of gratitude to 
the fine judicial qualities of the chair­
man of the Finance Committee, for the 
leadership which he has manifested, for 
his fairness, for his insistence upon what 
he believes to be right, and for his ca­
pa,city to follow his conscientious con­
victions and yet respect the views of oth­
ers, and to realize that in the last analy­
sis all legislation must be a matter of 
compromise. 

The reason why we are united and why 
this bill will be passed without any ob­
jection is the spirit of leadership which 
the chairman of the Finance Committee 
and the united patriotic purpo~e all its 
members have manifested. I know I ex­
press t}J.e sentiments of every member of 
the committee when I say that we are 
grateful to him, and that the people of 
the country_ owe him a debt of gratitude 
for his leadership in helping to solve this 
involved, complicated, and difficult prob­
lem, as well as for his leadership in so 
many other serious tasks which he has 
had to perform as chairman of this im­
portant committee. The happy result of 
these deliberations is that a real, serious 
effort has been made to prevent excessive 
profit making in the future days of this 
war and to give approval of the services 
already rendered to accomplish this 
purpose. 

The PRESIDING OFFICER. The bill 
is before the Senate. If there be no 
further amendment to be offered, the 
auestion is on the engrossment of the 
amendments and the third reading of the 
bill. 

Mr. DANAHER. Mr. President, the 
Senator from Georgia will recall that I 
discussed with him the offering of an 
amendment which would appear on page 
148, after line 25, as follows: 

SEc. -. Captal-stock tax terminated. 
The capital-stock tax imposed by section 

1200 of the Internal Revenue Code shall not 
apply to any taxpayer in respect of the year 
ending June 30, 1944, or any succeeding 
year. 

SEc. -- Declared value excess-profits tax 
term ina ted. 

And further: 
~rhe declared value excess-profits tax im­

posed by section 600 shall not apply to any 
taxpayer iQ respect of any income-tax tax­
able year ending after June 30, 1944. 

The Senator from Georgia will recall 
the witnesses who appeared before the 
committee emphasizing how unfair this 
particular tax is. Actually it constitutes 
a guessing game. It is impossible for 
small businesses, particularly, without 
large accounting systems, to estimate ex­
actly what their situation is to be. The 
result is that while the Government re­
ceives a large amount of money, it re­
ceives it at the expense of corporations 
which simply cannot possibly estimate 
correctly. In that situation the_ Senator . 
from Georgia has expressed to me a real 
degree of sympathetic consideration, and 
I think I may fairly say that he shares my 
attitude with reference to this proposal. 

On_ the other hand, he has told me that 
an administrative bill will be brought 
forward in the spring, and that when it 
comes along some effective relief can be 
administered with reference to cases such 
as these two amendments would reach. 
In the light of his representations to me 
along those lines, I am not now pressing 
for action on the amendments. 

I ask the Senator from Georgia if I 
have not sufficiently recapitulated our 
discussion. 

Mr. GEORGE. The Senator has. For 
a long time I have believed that our capi­
tal stock tax should be repealed. I think 
I may say that the Secretary of the 
Treasury has the same view. However, 
at this time there would be an actual 
loss of revenue unless something were 
substituted. In fact, I am sure that on 
more than one occasion the Secretary of 
the Treasury has expressed himself as 
being in favor of repealing this tax. 

DJ.Ir. DANAHER. Mr. President, I 
thank the Senator from Georgia. In the 
light of his present observations and my 
own comment on the subject, which is 
sufficiently explanatory, I believe, of how 
we both feel about the matter, I will not 
offer the amendment. However, I want 
the RECORD to show the situation. 

Mr. GEORGE. Mr. President, if there 
are no further amendments to be offered, 
I wish to express my appreciation to the 
distinguished senior Senator from Mas­
sachusetts [Mr. WALsH], who has spoken 
of my participation in the formation of 
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this bill. The bill does not provide for 
the amount of money which the Govern­
ment needs, or the amount of money for 
which the President has asked. How­
ever, the troublesome part of the bill re­
lated to the renegotiation of war con­
tracts. I have never favored the making 
of exorbitant profits by anyone during 
the war period. 

Let me say, ~...r. President, that when 
the excess-profits tax was being formu­
lated I sat up nights with the late Sen­
ator Pat Harrison, then the chairman 
of the Committee on Finance. We earn­
estly sought, through the joint .commit­
tee staff and through the Treasury, to 
find a way to differentiate in the excess­
profits levies between war profits and 
profits made in ordinary civilian opera­
tions. We were advised that that could 
not be done. We stated at that time that 
we wanted a very high tax on war profits. 
We started in with an excess-profits tax 
of 35 to 60 percent in the high brackets. 
We have carried that up to the flat tax 
of 90 percent, and in the particular bill 
now pending we are carrying the excess­
profits tax up to 95 percent. Ninety-five 
percent is, under our tax laws, 100 per­
cent, in effect, and substantially in all 
cases where the average earning base is 
1.1sed as a credit for excess-profits tax 
purposes. 

I very well recall that when the bill 
for repeal of the Vinson-Trammell Act, 
which limited war profits, was presented 
to this body as an administration pro­
posal, I had very grave dou,bts about it. 
I think the RECORD will show that I so 
expressed myself. Now I think that the 
excess-profits tax, plus the normal and 
surtax rates, plus the individual income 
taxes which are imposed on all individ­
ual incomes in this country, fairly well 
take care of the vast majority of cases. 

The renegotiators themselves-and I 
wish to reiterate what I have heretofore 
said-that I found them to be honor­
able men, of high purpose-told me that 
60 percent of contracts are not renego­
tiated, taking them by and large. It 
must be borne in mind that that 60 per­
cent is bas€d upon those contracts which 
were made immediately after Pearl 
Harbor, because in the renegotiation of 
war contracts I do not believe 1942 busi­
ness has yet been closed. So that we 
have no view of the 1943 contracts in 
the contracts which are being made to­
day. But if 60 percent of all contracts 
have been cleared by the Renegotiation 
Board, it certainly indicates that the 
extreme cases which have come to light 
do not represent, by and large, the atti­
tude of all American businessmen. 

Mr. President, despite all the short­
comings of business, and all the short­
comings of certain labor leadership, I 
believe that American labor and Ameri­
can industry have done a great job, and 
I do not believe that the motivating force 
back of the great accomplishment in this 
war effort has been profits, and profits 
only. That motive has entered into 
many cases, unquestionably. I have my­
self known of some cases in which out­
rageous profits have been claimed, and 
in some instances received. I have ex­
_amined many cases which were brm.~ght 

to my attention in which I thought the 
renegotiators had acted fairly and hon­
orably. I have seen cases where there 
has been a very arbitrary course of con­
duct on the part especially of some of 
the field men, who have approached citi­
zens as if they were dishonorable, and 
activated by improper and unpatriotic 
motives. I have seen such cases, and I 
have examined into such cases, and they 
should not occur. 

I have the hope that what we have 
done in the pending bill, in the repricing 
title, together with the court review pro­
vision, will result in a better program in 
the future on the part of procurement 
officers of the Government than has ex­
isted in the past, which I say without 
any reflection on them, and I trust they 
will be able to do a better job in curbing 
excess war profits which are unreason­
able, or even approach the point where 
any fair-minded person can say that the 
profits are unreasonable. 

While that is true, I can never lose sight 
of another fact; that is, if there are cas­
ualties on the home front, if there are 
smokeless stacks, if the machinery is si­
lent, if we have destroyed the machine so 
that when our men come back from the 
war and come back from war-producing 
plants they will engage in a fruitless 
search for jobs, our society will face its 
supreme test. What will it profit Amer­
ica if she encompasses marvelous attain­
ments all round the globe and yet loses 
her own soul? 

Mr. President, if there are no further 
amendments to be proposed, I ask that 
this formal order be made, that the bill 
be printed with the Senate amendments 
numbered; that in the engrossment of 
the amendments of the Senate the Secre­
tary of the Senate be authorized to make 
such changes in section, subsection, and 
paragraph numbers and letters, and cross 
references thereto, as may be necessary 
to the proper numbering and lettering of 
the bill; that the Secretary of the Senate 
make proper amendment to the table of 
contents to make the table conform to the 
bill, and that all changes in the table of 
contents be treated as one amendment. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Georgia? The Chair hears none, 
and it is so ordered. 

The question is now on the engross­
ment of the amendments and the third 
reading of the bill. 

The amendments were ordered to be 
engrossed, and the bill to be read a third 
time. 

The PRESIDING OFFICER. The bill 
having been read the third time, the 
question now is, Shall the bill pass? 

The bill H. R. 3687 was passed. 
Mr. GEORGE. Mr. President, I move 

that the Senate insist on its amend­
ments, request a conference with the 
House thereon, and that the Chair ap­
point the conferees on the part of the 
Senate. 

The · motion was agreed to; and the 
Presiding Officer appointed Mr. GEORGE, 
Mr. WALSH of Massachusetts, Mr. BARK­
LEY, Mr. CONNALLY, Mr. LA FOLLETTE, Mr. • 
VANDENBERG, and Mr. DAVIS, conferees on 
the part of the Senate. 

EXECUTIVE SESSION 

Mr. BARKLEY. I move that the 
Senate proceed to consider executive 
business. 

The motion was agreed to, and the 
Senate proceeded to the consideration of 
executive business. 

EXECUTIVE MESSAGES REFERRED 

The PRESIDING OFFICER <Mr. EL·· 
LENDER in the chair) laid before the 
Senate messages from the President of 
the United States submitting sundry 
nominations, which were referred to the 
appropriate committees. 

<For nominations this day received, 
see the end of Senate proceedings.) 

EXECUTIVE REPORTS OF COMMITTEES 

The following favorable reports of 
nominations were submitted: 

By Mr. WHEELER, from the Committee on 
Interstate Commerce: 
' Joseph B. Eastman, of Massachusetts, to be 
Interstate Commerce Commissioner for the 
term expiring December 31, 1950 (reappoint-
ment); and ' 

Harry H. Schwartz, of Wyoming, to be a 
member of the National Mediation Board 
for the term expiring February 1, 1947 
(reappointment). 

By Mr. STEWART, from the Committee on 
Interstate Commerce: 

John L. Rogers, of Tennessee, to be Inter­
state Commerce Commissioner for the term 
expiring December 31, 1950 (reappointment). 

By Mr. McKELLAR, from the Committee on 
Post Offices and Post Roads: 

Sundry postmasters. 

The PRESIDING OFFICER. If there 
be no further reports of committees, the 
clerk will state the nominations on the 
Executive Calendar. 

POSTMASTERS 

The legislative clerk proceeded to read 
sundry nominations of postmasters. 

Mr. McKELLAR. I ask that the nom­
inations of postmasters be confirmed en 
bloc. 

The P;RESIDING OFFICER. Without 
objection, the· nominations of postmas­
ters are confirmed en bloc. 

THE NAVY 

The legislative clerk read the nomina­
tion of Don P. Moon to be rear admiral. 

. Mr. WALSH of Massachusetts. I ask 
that the nomination be confirmed. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

Mr. BARKLEY. I ask unanimous con­
sent that the President be immediately 
notified of all confirmations of today. 

The PRESIDING OFFICER. Without 
objection, the President will be forthwith 
notified. 

LEGISLATIVE PROGRAM 

The Senate resumed the consideration 
of legislative business. 

Mr. LUCAS. Mr. President, I rise for 
the purpose of making an inquiry, 
through the majority leader, as to what 
the nature of business will be on Mon .. 
day next, if the Senate meets then. 

Mr. BARKLEY. Mr. President, I 
have talked with the Senator from Illi­
nois privately about that matter, and I 
have advised him that I am not teady 
to answer that question, and I am not 
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ready to answer it publicly now. I wish 
to say frankly that there are two im­
portant bills in which the time element 
is significant-the subsidy bill and the 
soldiers' vote bill. Both bills are on the 
calendar. The subsidy bill reached the 
calendar first. It had been my inten­
tion upon the conclusion of the consid­
eration of the tax bill to proceed to the 
consideration of the bill reported from 
the Committee on Banking and Cur­
rency, extending the life of the Com­
modity Credit Corporation and dealing 
with the question of subsidies. The bill 
has come to the floor in such shape that 
the question of subsidies will have to be 
fought out here. The time element in 
that bill is that the life of the Com­
modity Credit Corporation will expire 
on the 17th of February unless its life 
is renewed before that time. There are 
difficulties connected with that legisla­
tion which must be ironed out in con­
ference or on the floor of the two Houses, 
depending upon the type of bill the 
Senate passes. 

Also, with respect to the soldiers' vote 
bill, the element of time enters into the 
calculation, for the reason that on Feb­
ruary 3, if no change is made in the law, 
under existing law the War Department 
must send out some 13,000,000 notices 
and cards of information. 

Later on, if in the next 30 or 60 days 
a new law should be enacted, an entirely 
different kind of card must be sent out 
to the men and women in the services. 
So it is important that the War Depart­
ment, the Navy Department, and all the 
agencies know exactly what they are to 
do in order to administer as soon as pos­
sible any law which may be passed. 

I have stated to many Senators, in­
cluding the Senator from Illinois [Mr. 
LucAs], the Senator from Ohio [Mr. 
TAFT] and other Senators, that I am not 
ready to say now what the program shall 
be. I wish to confer with as many Sen­
ators as I can between now and·Monday, 
to see which bill should be taken up first. 
I am not at .this time in a position to 
indicate my own opinion. 

Mr. LUCAS. Mr. President, I wish to 
express my thanks to the Senator for 
the very able explanation of the two im­
portant bills which are now pending be­
fore the Senate. The explanation thor­
oughly satisfies the Senator from Illi­
nois. I hope in the meantime that we 
shall be able to take up the soldiers' vote 
bill on Monday in preference to the sub­
sidy bill. 

Mr. BARKLEY. Mr. President, I ap­
preciate the very intelligent interest the 
Senator from Illinois has shown and the 
hard work he has done toward a solu­
tion of this problem. It is one of the 
most important questions facing Con­
gress. I have found in mixing among 
the people in my own State and in other 
States that there is no subject which they 
are discussing more universally than the 
question of if and how we are to provide 
methods by which the soldiers and sailors 
and others in the armed services shall • 
vote. I personally have great sympathy 
for the Senator's desire, but I do not· wish 
at this time to say dogmatically and with­
out reservation what the course shall be. 

Mr. LUCAS. Mr. President, I thor­
oughly appreciate the position the Sen­
ator is in. I simply wish to make one 
further observation with respect to the 
two measures now pending before the 
Senate. From my knowledge of the 
legislation involving the right of the 
soldiers, sailors, and marines to vote 
under a uniform Federal ballot, I am very 
confident that within 2 days' time we 
would be able to get a vote in the Senate 
on the pending bill. Some 3 weeks or 
more ago, all the controversial measures 
in the pending bill were debated upon 
the floor of the Senate for a week. 

The Senator from Illinois and the Sen­
ator from Rhode Island [Mr. GREEN] 
have taken every amendment that was 
agreed to in the Senate, such as the 
amendment dealing with the ballot com­
mission, the amendment offered by the 
Senator from Ohio [Mr. TAFT], as re,. 
vised by the Senator in connection with 
the War Department, and we have placed 
those amendments in the pending bill just 
as they are. In fact, we have further 
stripped the Commission of any powers 
other than ministerial, even though by 
implication there might have been some 
powers contained in the original bill. 

From my conversations with Members 
on the :floor of the Senate, and in view of 
the thorough understanding and knowl­
edge which everyone has of the pending 
bill, I believe that within 2 days' time 
we can dispose of it. I do not believe 
we are going to be able to dispose of the 
subsidies bill in so short a time; from 
what I understand with respect to con­
troversy existing in connection with it. 

Mr. President, I hope the majority 
leader and the minority leader will be 
able to agree to take up the soldiers' vote 
bill first, and dispose of it within that 
short time, and then go from it to con­
sideration of the subsidy program. 

Mr. TAFT. Mr. President, will the 
Senator yield? 

Mr. BARKLEY. Let me make an ob­
servation, and then I shall be glad to 
yield. I understand that many, if not 
most of the controversial features of the 
former bill which was defeated by adop­
tion of a substitute have been eliminated 
from the new bill. Members hav_e come 
to me from both sides of the Chamber, 
some who are members of the Committee 
on Privileges and Elections, and others 
who are not members of the committee, 
and have stated that they now are in 
favor of the bill reported by the commit­
tee. Some of them are rather enthusias­
tically in favor of it. That is a circum­
stance which ought to militate toward 
prompt action on the measure in the 
Senate. There are other Senators, how­
ever, who entertain a different view. 

I now yield to the Senator from Ohio. 
Mr. TAFT. Mr. President, so long as 

the Senator from Illinois has expressed 
an opinion, I wish to state that, in my 
opinion, it will take a full week to debate 
again the soldiers' voting bill. The Sen­
ate has already passed the soldiers' vote 
bill. It has gone to the House. The 
House committee has reported it. It will 
be considered by the House on Wednes­
day. The bill in its original form has 
been defeated in the Senate. The bill 
has gone to the House, and the House 
committee has actea. It seems to me to 

be a most extraordinary procedure now 
to propose that the Senate take time 
from very necessary legislation on other 
subjects to go back over the whole ground 
and again take up the same que~?tions 
which were previously raised. 

Mr. President, I feel that exactly the 
same issues are involved in the bill now 
proposed as were involved in the pre­
vious bill. None of the controversial is­
sues have been removed. We are going 
to have the same debate on the consti­
tutional issue. I personally expect to 
make a much stronger presentation of 
the constitutional issue than I made pre­
viously. The assumption that the bill is 
going to take only 2 days is certainly a 
gratuitous assumption, and one which 
none of us can be certain of. 

Mr. BARKLEY. Mr. President, of 
course, we all realize that in the Senate 
no one can safely· assume that any sort 
of measure can be passed very rapidly if 
Senators do not desire to see it enacted 
rapidly, I do not know whether the 
House is going to take up the bill on 
Wednesday, That may depend on wheth­
er the Rules Committee reports a rule 
making it in order on Wednesday. I 
have no information on that subject. I 
hope that by Monday we will be a little 
out of the fog with respect. to the matter, 
so as to proceed one way or the other. 

Mr. WHITE. Mr. President, will the 
Senator yield? 

Mr. BARKLEY. I yield. 
Mr. WHITE. I·am quite happy that 

the Senator from Kentucky has not 
pressed the matter to a corlClusion this 
evening. One of the great difficulties is 
that none of us has as yet seen the bill 
which has been reported, in the precise 
draft in which it will come to the Sen­
ate :floor for consideration. 

I had rather assumed that perhaps the 
objections had been removed, but I also 
knew there were serious objections on the 
part of some Members of the Senate with 
respect to both constitutional provisions 
and detailed and practical considerations 
which the bill raises. 

I think the Senator from Illinois will 
be disappointed in his hope that the bill 
will be disposed of in 2 days; but I recog­
nize that the matter is one which must 
bJ considered at some time. 

Mr. BARKLEY. Mr. President, I ap­
preciate the attitude of the Senator from 
Maine. I had no purpose at any time to 
move for consideration of the bih today, 
or to move that it be made the unfinished 
business. The whole matter will go over 
until Monday, 

Mr. LUCAS. Mr. President, will the 
Senator further yield? 

Mr. BARKLEY. I yield. 
Mr. LUCAS. I rose only to seek in­

formation. I did not desire to press any 
point. 

Mr. BARKLEY. I ·understand that 
the Senator from Illinois had no purpose 
to press for action of any sort today, 

Mr. LUCAS. No; not at all. I was 
anxious to ascertain just what would be 
the business, if any, which the Senate 
would take up on Monday, because I am 
quite interested in having a uniform 
Federal ballot for the members of the 
armed forces, both those in this country 
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and those outside the continental limits 
of the United States. 

I am very much interested in the short 
discussion had with my able friend, the 
Senator from Ohio. I am glad to know 
he will make a constitutional argument, 
because he supported my bill before, and 
I know he will do so again if he makes 
the kind of argument he has said he will 
make. I should be glad to listen to him 
for several days if he discusses the con­
stitutionality of the question. 

However, when the Senator from Ohio 
says the procedure is an extraordinary 
parliamentary one, I must say that the 
Senator is not familiar with the prece­
dents. I have gone into that question 
rather thoroughly, and I believe I know 
what I am doing, from a parliamentary 
angle, in connection with attempting to 
get the bill before the Senate again. 
There is one precedent after another for 
tal~ing up a bill in such a way, and there 
is nothing extraordinary about it. 

Senators will be able to debate the bill 
for a week, I suppose.· That will be per­
fectly all right with me, if that is their 
desire. However, I say in all sincerity 
that we debated the amendments for one 
full week. We debated the provisions 
relative to the ballot commission for 2 
days. We debated for 2 days the Taft 
amendment relative to publicity and po­
litical propaganda. With all due defer­
ence to what the Senator from Ohio has 
said, let me say that in the bill I have 
placed the amendments just as the Sen­
ate agreed to them. So, why there should 
be a week of debate, unless Senators de­
sire to discuss the constitutionality of 
the matter at this time-and I admit it 
was not discussed very much before, but 
probably should have been-is another 
question. 

I thank the Senator from Kentucky 
for giving me an opportunity to speak 
at this time. 

Mr. BARKLEY. Mr. President, during 
the previous proceedings on the suQject 
the Senator from Ohio made a very 
strong constitutional argument. If he 
desires to make another one with respect 
to this bill, I am sure it will be well worth 
listening to. 

Mr. LUCAS. Yes, Mr. President; and 
I shall be right at the Senator's feet when 
he makes his argument. I, too, am sure 
it will be well worth listening to. 

ADJOURNMENT TO MONDAY 

Mr. BARKLEY. I move that the Sen­
. ate adjourn unti112 o'clock noon on Mon­
day next. 

The motion was agreed to; and Cat 6 
o'clock and 13 minutes p. m.) the Senate 

· adjourned until Monday, January 24, 
1944, at 12 o'clock meridian. 

NOMINATIONS 

Executive nominations received by the 
Senate January 21 (legislative day of 
January 11), 1944: 

DIPLOMATIC AND FoREIGN SERVICE 

Charles E. Hulick, Jr., of Pennsylvania, to 
· be a Foreign Service officer, unclassified, a 

vice consul of career, and a secret-ary ln the 
Diplomatic Service of the United States of 
America. 

XC-35 

TEMPORARY A.PPOINT:Ml!:NTS IN THE ARJ4Y OF 
THE UNITED STATES 

TO BE LIEU:l'ENANT GENERALS 

Maj. Gen. George Grunert, United States 
.Army, now invested wlth, rank and title of 
lieutenant general by virtue of his assign­
ment to command the First Army. 

Maj. Gen. Walter Bedell Smith (lieutenant 
colonel, Infantry), Army of the United States. 

TO BE MAJOR GENERALS 

Brig. Gen. Howard Calhoun Davidson (colo­
nel, Air Corps), Army of the United States. 

Brig. Gen. Walter Ernst Lauer (lieutenant 
colonel, Infantry), Army of the United States. 

Brig. Gen. John Edwin Hull (lieutenant 
colonel, Infantry), Army of the United States. 

Brig. Gen. Allison Joseph Barnett (lieuten­
ant colonel, Infantry), Army of the United 
States. 

Brig. Gen. ' Fay Brink Prickett (lieutenant 
colonel, Field Artillery), Army of the United 
States. 

Brig. ~n. Philip Hayes (colonel, Field 
Artillery), Army of the United States. 

Col. Virgil Lee Peterson, Corps of Engineers, 
now the Inspector General, with rank of 
major general. 

Brig. Gen. Clarence Hagbart Danielson 
(colonel, Adjutant General's Department), 
Army of the United States. 

Brig. Gen. Arthur Riehl Wilson (lieutenant 
colonel, F'ield Artillery), Army of the United 
States. 

TO BE BRIGADIER GENERALS 

Col. Walter Wood Hess, Jr. (lieutenant 
colonel, Field Artillery), Army of the United 
States. 

Col. John Alexander Samford (captain, Air 
Corps; temporary lieutenant colonel, Air 
Corps; temporary colonel, Army of the United 
States, Air Corps), Army of the United States. 

Col. Willis McDonald Chapin (lieutenant 
colonel, Coast Artillery Corps) , Army of the 
United States. 

Col. John Nicholas Robinson (lieutenant 
colonel, Infantry), Army of the United States. 

Col. Arthur Edmund Easterbrook (major, 
United States Army; temporary colonel, Army 
of the United States, Air Corps), Army of the 
United States. 

Col. Henry Hutchings, Jr. (lieutenant colo­
nel, Corps of Engineers), Army of the United 
States. -

Col. Herman Feldman (lieutenant colonel, 
Quartermaster Corps), Army of the United 
States. 

Col. Leonard Louis Davis (lieutenant colo­
nel, Coast Artillery Corps), Army of the 
United States. 

Col. Robert Oliver Shoe (lieutenant colo­
nel, Infantry), Army of the United States. 

Col. Joseph Ignatius Martin (lieutenant 
colonel, Medical Corps), Army of the United 
States. 

Col. Edward Fuller Witsell, Adjutant Gen­
eral's Department. 

Col. George Maurice Badger (lieutenant 
colonel, Coast Artillery Corps), Army of the 
United States. 

Col. Earl Maxwell (major, Medical Corps; 
temporary colonel, Army of the United 
States, Air Corps), Army of the United States. 

Col. John Reynplds Hawkins (major, Air 
Corps; temporary lieutenant colonel, Air 
Corps; temporary colonel, Army of tbe United 
States, Air Corps), Army o! the United States. 

Col. Ralph Hamilton Tate (lieutenant colo­
nel, Chemical Warfare Service), Army of the 
United States. 

Col. William Seymour Gravely (lieutenant 
colonel, Air Corps; temporary colonel, Air 
Corps), Army of the United States. 

Col. Lester DeLong Flory (lieutenant colo­
nel, Coast Artillery Corps), Army of the 
United States. 

Col. Guy Blair Denit, Medica.! Corps. 

Col. Laurence Bolton Keiser (lieutenant 
colonel, Infantry), Army of the United 
States. 

Col. Thomas Sherman Timberman (major, 
Infantry), Army of the United States . 

Col. William Elbr~dge Chickering (lieuten­
ant colonel, Adjutant General's Department), 
Army of the United States. 

Col. Edward Rayn.sford Warner McCabe, 
United States Army. 

Col. Davis Dunbar Graves (captain, Air 
Corps; temporary lieutenant colonel, Air 
Corps; temporary colonel, Army of the United 
States, Air Corps), Army of the United States. 

Col. Harry Frederick Meyers (lieutenant 
colonel, Coast Artillery Corps), Army of the 
United States. 

Col. James Edward Moore (major, Infan­
try), Army of the United States. 

Lt. Col. Paul Lewis Ransom, Infantry. 
Col. Arthur Henry Rogers (lieutenant colo­

nel, Infantry), Army of the United States. 
Col. Earl Walter Barnes (major, Air Corps; 

temporary lieutenant colonel, Air Corps; 
temporary colonel, Army of the United States, 
Air Corps), Army of the United States. 

Col. Clarence Henry Schabacker (lieutenant 
colonel, Coast Artillery Corps), Army of the 
United Stat.es. 

Col. Robin Bernard Pape (major, Coast Ar­
tillery Corps). Army of the United States. 

Col. Roy Eugene Blount (lieutenant colo­
nel. Cavalry), Army of the United States. ­

Col. Milton Orme Boone (lieutenant colo­
nel, Quartermaster Corps) , Army of the 
United States. 

Col. Michael Frank Davis (lieutenant colo­
nel, Air Corps; temporary colonel, Air Corps), 
Army of the United States. 

Col. Edgar Erskine Hume, Medical Corps. 
Col. Thomas North (lieutenant colonel, 

Field Artillery), Army of the United States. 
Col. Robert Tryon Frederick (captain, Coast 

Artillery Corps), Army of the United States. 
Col. Otto Lauren Nelson, Jr. (major, Infan­

try) , Army of the United States. 
Col. ' Frederic Bates Butler (lieutenant 

colonel, Corps of Engineers), Army of the 
United States. 

Col. William Ayres Borden, Ordnance D2-
partment. 

TO 13E MAJOR GENERAL 

Col. John Francis Williams, Field Artillery, 
National Guard of the United States, now 
Ohief of the National Guard Bureau of the 
War Department, with renk of major general. 

TO BE BRIGADIER GENERALS 

Col. Ralph Maxwell lmmell (brigadier gen­
eral, Adjutant General's Department, Na­
tional Guard of the United States), Army of 
the United States. 

Col. Thomas Francis Farrell (lieutenant 
colonel, Engineer Reserve) , Army of the 
United States. 

Col. Thomas Oates Hardin (temporary lieu­
tenant colonel, Army of the United States), 
Army of the United States, Air Corps. 

IN THE NAVY 

Capt. Campbell D. Edgar, United States 
Navy, to be a commodore in the Navy, for 
temporary service, while serving as comman­
der, transports of an amphibious force, to 
rank from the 17th day of September 1943. 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate January 21 (legislative day 
of January ll), 1944: 

IN '!'HE NAVY 

TEMPORARY SERVICE 

Don P. Moon to be a rear admiral in the 
Navy. 

POSTUASTERS 

LOUISIANA 

Edith W. Ott, Fisher. 
Anatole E. Ayo, Jr., Lockport. 
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